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WHO’S WHO IN THIS ISSUE 


REV. S. W. SEMPLE 


Rev. Semple’s present activity as an industrial chaplain is described 
in the editorial introduction to the symposium on page 228. As industrial 
chaplain at the Central Aircraft Manufacturing Company, Crumlin, 
Ontario (1943-5), Rev. Semple carried over to the factory the chaplaincy 
work he began in World War II, at the R.C.A.F. flying school in his 
parish of Thamesford. A native of Wexford, Eire, Rev. Semple came 
to Canada in 1926; took his Arts degree at the University of British 
Columbia and his licentiate in theology at the Anglican Theological 
College in Vancouver. 


H. K. LECKIE 


Mr. Leckie is Professor and Acting Head of the Department of Agri- 
cultural Economics, Ontario Agricultural College. Following graduate 
work in Economics at the University of Western Ontario, he was from 
1938-45 with the Economics Division of the Dominion Department of 
Agriculture. From 1940-45 Mr. Leckie was on loan to the Meat Board 
as Economist and Statistician. Mr. Leckie is a member of the Agricultural 
Institute of Canada, the Canadian Agricultural Economics Society and 
the American Farm Economics Association. 


F. R. MANUEL 


Coming seven years ago to the management engineering firm of 
Stevenson and Kellogg, Ltd., Mr. Manuel is now Vice-President and in 
charge of the Toronto office of the company. Before that he was for 
fifteen years plant manager for Canada Dry Ginger Ale, Inc. Mr. Manuel 
received his M.A.Sc. degree in Engineering from the University of 
Toronto in 1927. 














Who's Who in This Issue 


W. B. HARVEY 


Dr. Harvey is a member of the staff of the Department of Economic 
and Political Science, University of Western Ontario. He received his 
B.A., LL.B. and M.A. degrees from the University of Manitoba, and his 
Ph.D degree from the University of Chicago. During the war he was 
with the Office of War Information, and later with the Education Branch 
of the War Department in the United States. 


E. H. MORROW 


Professor Morrow is Head of the Department of Commerce, Univer- 
sity of British Columbia. The founder in 1922 of the Department of 
Business Administration at the University of Western Ontario, Professor 
Morrow was invited to organize the newly-formed Department of Com- 
merce at U.B.C. in 1939. He is a graduate of Queen’s University and the 
Harvard Graduate School of Business Administration, and was formerly 
in charge of research for Maclean-Hunter Publishing Company and Cana- 
dian sales manager for Macmillan’s. 


A. R. MOSHER 


Mr. Mosher rose to prominence in Railway Labour Organizations, 
and in 1927 was elected President of the All Canadian Congress of 
Labour on its formation. In 1940 when the Canadian Congress of Labour 
replaced the All Canadian Congress, Mr. Mosher retained the presidency, 
a position which he still holds. 


A. A. HOOD 


Mr. Hood is Vice-President of The Vance Publishing Corporation 
of Chicago, and Editor of The American Lumberman and Building Products 
Merchandiser. He is also Past President of the National Society of Sales 
Training Executives, Vice-Chairman of the National Sales Executives, 
Inc., a member of the National Distribution Council and a director of the 
National Council for Training and Education in Industry. Mr. Hood is 
the author of several building industry marketing textbooks and an 
eminent speaker on marketing, training and planning projects. 
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The Case for the Factory Chaplain: 
What He Tries To Do 


Rev. Sidney W. Semple 
Industrial Chaplain 
London, Ontario 





Mr. Semple discusses the goals of an idustrial chaplain, how he tries 
to reach those goals in the factories, and how these efforts tie in 
with those of business, medicine, and other clergy. A symposium 
following the article evaluates the practical success of the chaplaincy. 
Will this be industry’s next major advance in the handling of 
human problems? 


“, . . I have a good mind to run away from it all,” declared one 
employee in his first discussion with the chaplain. This worker was so 
maladjusted he had decided to hand in his notice. His wife's affections 
had been alienated, and he was considering divorce proceedings. Through 
the assistance of his doctor, foreman and chaplain, the necessary adjust- 
ments were made so that the man is remaining in employment and living 
happily with his wife and children. 


This is one of the numerous problems which face a chaplain in 
industry. Industrial chaplaincy is an extension of the church’s pastoral 
ministry — the pastor’s ministry of personal and confidential counsel — 
to those in industry. 

It was the experience of most chaplains in the armed forces that, in 
addition to other duties, the need of personal counselling was outstand- 
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ing, and perhaps more rewarding. So, why should there not be a similar 
need in factories and offices where numbers of people are in close con- 
tact with one another, for five or six days a week, eight hours a day? 
People’s needs are probably much the same in or out of uniform. 


The Objectives of the Industrial Chaplain 

When the chaplain discusses problems with individual workers and 
supervisors in industry, he has three primary objectives. The tirst is 
clarification of conflicts, or enabling the individual to understand the diver- 
gent inner feelings which pull him in more than one direction. The second 
is consolidation of insight, or enabling the individual to work out his own 
solution to his problems by facing and dealing with his divergent inner 
feelings. The third is integration of the individual’s personality, or 
enabling the individual to coordinate into a harmonious whole his indivi- 
dual interests, emotions, and religious resources. 

In other words the chaplain, through mutual discussion of difficult 
life situations, tries to help the individual toward a better understanding 
of the choices involved, and toward making a self-chosen decision which 
will be as closely bound up to the religious reality as the individual is 
capable of under the circumstances. He is not merely concerned with 
solving the problems of the individual, for the solving of problems is not 
an end in itself. His primary concern is with the integration of the 
individual's personality. 

The simple statement of objectives is not likely to take on much 
significance for the reader without some explanation of what the chaplain 
does to reach those objectives. 


What Does An Industrial Chaplain Do? 

What does the chaplain actually do in his work at the factories? 
Perhaps the best approach to an understanding of his functions is a brief 
explanation of principal counselling procedures, and a study of an indivi- 
dual case history to show how these procedures work out in actual 
practice. 

An inspection of the principles of counselling indicates that it is 
neither mysterious nor complex. 

(a) LISTENING — One of the most useful counselling techniques 
is the simple process of listening to a person talk about a subject 
which he selects on the basis of his own need, apprehension, or 
worry. This requires sensitivity to the person's feelings and 
attitudes as well as following leads which these feelings suggest. 
Listening also requires repeated reassessment of the individual's 
receptivity to help. 

(6) NO PRYING — No attempt should be made to insist on 
information not freely volunteered. 


(c) NO MORALIZING—". . Judge not and ye shall not be judged. .” 
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The individual should be accepted as he is, and advice and 
persuasion are, as a general rule, to be avoided. 

(2) DIRECTING QUESTIONS TOWARDS FEELINGS, NOT 
FACTS — The counsellor is concerned with the emotional or 
the “feeling” aspects of the situation, rather than with a simple 
recitation of the facts." 

The actual “case history” which follows illustrates the use of typical 
counselling procedures. Names and departments have naturally been 
disguised to protect the parties involved, but the basic situation has not 
been altered. 


The Story of Edward Brown 

Edward Brown is one of three men comprising the stores depart- 
ment in a medium-sized manufacturing plant. He is some four years 
senior to the newest member, who has rapidly developed an intimate 
relationship with the third member, the chief stores keeper, whose health 
necessitates retirement within the next year or two. It is obvious that 
this relationship is detrimental to department team work. When mistakes 
in the department are discovered by the works superintendent, the chief 
stores keeper protects the junior member by placing the blame on Brown. 
Consequently Brown believes that both his effectiveness and his eventual 
promotion to chief stores keeper are jeopardized. After battling with 
this situation for some months, Brown comes to the chaplain for help. 

In a series of interviews with Brown, most of the counselling techni- 
ques mentioned above were found useful, and each contributed to the 
eventual solution of this problem. 

LISTENING — When Brown first came in it was apparent that he 
was definitely upset and unable to give a coherent description of the 
situation. It was therefore necessary to listen very closely to Brown’s 
disorganized account before the problem emerged clearly. Listening, 
particularly in this case, required active analysis on the part of the 
chaplain. Listening should never be considered to imply passivity. 

FOLLOWING LEADS — From time to time Brown would finish 
discussion of one particular aspect of the problem; for example, the 
unscrupulous way in which the chief stores keeper swayed the opinion 
ot the junior in the department. Then Brown would wait for the 
chaplain’s comments. At these points it was necessary for the chaplain 
to interject leading questions, based on Brown's foregoing statements, 
to open up new aspects of the problem before discussing possible courses 
of action. 

NO PRYING — The chaplain’s questions were designed only to 
recall to Brown information which he felt free to offer. Wherever Brown 
1 Elaboration of these and other principles and methods of pastoral counselling may be 


found in Older People and The Church, Cedarleaf & Maves, Abingdon-Cokesbury Press, 
1949, and in Pastoral Counseling—Hiltner, Abingdon-Cokesbury Press, 1949. 
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appeared hesitant in divulging possibly confidential information, the 
subject was dropped and a new question presented by the chaplain. 


DIRECTING QUESTIONS TOWARDS FEELINGS, NOT FACTS 
—While Brown was primarily concerned with the facts of the situation, 
the chaplain’s primary concern was with Brown’s emotional attitudes 
towards the facts. The chaplain’s questions were directed towards Brown's 
sense of injustice, as well as his feeling of hostility towards the chief store 
keeper and junior member. Brown's emotional reactions and not the 
simple facts were the primary guides leading to a workable solution. 
Helping Brown to identify and understand his conflicting emotions was 
the chaplain’s most important contribution to Brown’s decision on a 
course of action. 


In this “clarification” process, Brown came to see, face, and deal 
with the specific inner feelings which pulled him in more than one direc- 
tion. The chaplain stimulated Brown by reflecting his feelings, and 
restating in his own words the two or more conflicting feelings which 
Brown had already verbally expressed. Clarification was not coercive; 
neither was it sprung at Brown like a jack-in-the box. Because the 
chaplain suddenly saw the elements in the conflict, he did not declaim 
them. He clarified verbally only when he perceived that Brown had 
already made steps to identify the conflicting elements and to relate them 
to one another. The opportunities for real clarification would have been 
lost if the chaplain had been so preoccupied with one side of the conflict 
that he did not see or recognize another side. 


NO MORALIZING — It appeared too, that Brown, a practising 
Christian, was troubled with guilt feelings because of his strong resent- 
ment towards the other two members of his department as well as towards 
the superintendent, who had accepted the chief stores keeper's reports 
without investigating the facts on which they were based. The chaplain 
did not assume the role of judge, pointing out to Brown that it was wrong 
of him to be resentful, although the chaplain was most concerned with 
that fact. When Brown asked the chaplain if he was wrong in being 
resentful, the chaplain told him to answer his question. This he did in 
the affirmative, and later apologized to his two colleagues and to the 
superintendent. 

Shortly after he apologized to the works superintendent, Brown 
received a promotion to a position of supervision in another department. 


* * * oo" * 


Up to this point, the focus has been primarily on the chaplain him- 
self, his objectives, and how he tries to reach those objectives. Now let 
us consider how he fits into the industrial and social world around him— 
his relationships with workers, with supervisors and management, with 
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doctors, with clergy of all denominations, and with other industrial 
counsellors. 


Relationships With Workers 

A mutual timidity and apprehensiveness characterized the chaplain’s 
first weeks in the factories. Some workers were perplexed and others 
even suspicious of his presence. Some of the earliest fears were that the 
chaplain would be a “stool pigeon” for management, or would become 
undesirably involved in employer-employee affairs, or would precipitate 
religious denominational controversies. These initial fears and appre- 
hensions, however, soon gave way to cooperation and the feeling that 
the experiment was worth a try, and that it was practical and necessary. 
Before long, it was easy to make friends. 


One of the first opportunities in the factories came when an 
employee approached the chaplain with regard to an injustice he believed 
was meted out to him by his supervisor. “I feel I could gladly let . . . 


have a piece of my mind . . . it all started some weeks ago when I dis- 
covered by accident that he had told . . . I have been battling with this 
feeling for over a week . . . I know it is wrong . . . I may say or do 


something which will cost me my job.” In the course of several discus- 
sions the employee made his own decision to talk it over with his super- 
visor, and a mutual apology was rendered. After this incident, it became 
progressively easier to gain the confidence of the workers. 


It is probably true to say that the time spent with employees in their 
homes is of greatest value. Nevertheless, factory interviews serve the 
need where home calls are not necessary or are impractical for reasons of 
privacy. Wherever performed, counselling takes up much time. In the 
case of the employee mentioned in the opening paragraph of the article, 
records indicate there were some twenty-one consultations totalling thirty- 
five hours, largely in the home. 

The chaplain’s time is divided among factory, hospital, employees’ 
homes, Sunday preaching engagements, periodic broadcasts, and his 
downtown office. The chaplain accepts preaching engagements, as well 
as broadcasts periodically, so that employees are reminded that the chap- 
lain is among them as a representative of the Christian church, and not 
only as a counsellor. 

Relations With Supervisors and Executives 


Supervisors and administrative officers also approach the chaplain, 
sometimes for personal counselling, and sometimes in the interests of 


those in their departments. Said a foreman to the chaplain “. . . I have 
been trying to talk with . . . but I cannot get near him . . . he is like 
a rotten apple in a barrel . . . he doesn’t get along with his work mates 


... ” Then followed a number of discussions with regard to the coun- 
selling procedures applicable in this case, after which the foreman said 
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to the chaplain “. . . this is thrilling, I have been looking for this sort 
of thing a long time . . . production is now no longer an end in itself 

. it seems a burden has rolled off my back... .” In this indirect 
way those in supervision are learning something of the art of counselling. 


Also, supervisors are participating with the chaplain in group studies 
of counselling techniques through the discussion of anonymous worker 
interviews. Such studies are of great value to both the chaplain and the 
supervisors as a “clinical approach” to counselling. Supervisors can thus 
become more effective in counselling; but the workaday relationships 
necessarily existing between worker and supervisor usually restrict the 
freedom of discussion characteristic of good counselling. Industrial 
experience shows that counselling at its best can be carried out only by 
those qualified who hold no other position in the plant organization. 

The chaplain’s methods of working with executives, superintendents 
and foremen are important. Whenever advisable, he consults with those 
in supervision regarding those in their groups; but if he is in contact with 
difficulties involving both employee and supervisor, he will not person- 
ally intercede to expedite settlement. The chaplain is sympathetically 
interested in supervisory thoughts on all subjects, and he learns as far 
as possible the fundamentals of the work being undertaken in all depart- 
ments, so that he may discuss intelligently all phases of the work in 
relation to the employee. 


Relations With Doctors 

Doctors sometimes refer patients to the chaplain for personal coun- 
selling. One patient said, “I am greatly worried . . . my doctor told me 
there is nothing he can do for me . . . i must help myself”. A number 
of discussions have taken place with this man regarding his war experi- 
ences, his loss of faith in God and his fellow man, his feeling of not 
being worth much, as well as his dislike for his job. 

On the other hand, the chaplain sometimes refers patients to doctors, 
for he does not attempt to psychoanalyze or to assume in any way the 
mantle of a specialist in the medical or psychiatric field. 

The chaplain’s work has led into the conducting of a monthly 
seminar for doctors and clergy, where each learns how to help the other 
by a discussion of specific individuals who required both medical care 
and spiritual counselling for complete recovery. 

Relations With Clergy 
“. . . I want to talk with you regarding my wife. We have been 


separated, and I cannot decide whether my attitude towards my chi!dren 
is Christian. . . ... This man has no church affiliation. Said another 


‘. . . I know you better than my own clergyman . . . will you help me 
to understand how forgiveness has to do with a problem in our depart- 
ment. . 


” 


The chaplaincy can thus either supplement the work of the 
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regular clergyman or provide a service for those with no church 
connection. 

The chaplain’s responsibility in linking with their churches those 
who have consulted with him is most important. On employee request, 
he has occasionally solemnized a few marriages and officiated at funerals, 
but as a matter of policy the chaplain prefers the clergy of the church to 
which the employee belongs to perform these duties. 


The chaplain refers both employees and members of their families 
to their ministers and priests for spiritual counselling where this is 
desirable. It has been found possible to render a pastoral ministry to 
individuals in industry without prejudice to their particular church, and 
without friction with their priests and ministers. 

The chaplain will also refer individuals to appropriate social service 
agencies, where this seems desirable. 

Secular Vs. Spiritual Counselling 

There are active in many companies to-day full-time personal coun- 
sellors who are contributing effectively in the area of human relations 
and personality problems. Like the chaplain they seek to help the indivi- 
dual gain insight and arrive at decisions affecting his peace of mind. The 
individual, however, is more prone to discuss his religious resources with 
the chaplain than with the counsellor. The chaplain has further a specific 
ministry to the individual in sickness and in the intimate circle of his 
home and family. The work of the chaplain is thus similar to that of 
the counsellor, but covers a broader field of service. 

It is to be emphasized that the counsellor’s work may, and not 
infrequently does, have significant religious results. It is not possible 
to draw a hard and fast line between so-called secular and spiritual 
counselling. 

A successful counsellor’s approach and attitude must be characterized 
by a quality of genuine spiritual concern. If this quality is present, mis- 
takes in counselling technique are actually of minor importance. This 
naturally does not mean that the counsellor can neglect techniques, but 
it does mean that no knowledge of techniques can take the place of 
genuine spiritual concern. 


Counselling the Well-Adjusted 
There are in industry: 

(1) those who are unwell, absent from work, sick at home or in 
hospital. The chaplain’s ministry to these people is especially significant 
because of his identity with the employee's source of economic security, 
and because he has first-hand knowledge of matters and individuals of 
direct concern to the employee. It is frequently discovered that such 
factors are related to an emotional tension which causes or aggravates 
the illness. 
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(2) those who find difficulty in maintaining their normal day’s 
output and social behaviour in factory, home and community. Their 
personality maladjustment varies, but, in the main, they are under emo- 
tional strain due to some conflict or worry of which they may or may 
not be conscious. How a chaplain’s counsel can help such a group has 
already been indicated. 


(3) those who are well integrated and perform their day's work 
satisfactorily. This is perhaps the most significant group in industry so 
far as the chaplain’s ministry is concerned. Their social behaviour in 
the factory, home, and community is perfectly acceptable. 


A cross-section of these well-adjusted individuals in the factories 
is genuinely concerned with the application of Christian principles in 
their day-to-day relationships and responsibilities. They see, however, 
within industry the same pattern they see outside industry: aimlessness, 
selfishness, conflicts and even hatred between individuals, as well as 
antagonism between groups. They believe Christianity is relevant to 
problems of personality and human relations, but they are frustrated 
because they are unable to relate Christianity to these problems. 


Some Christians in industry are, of course, relating their faith to 
human problems by communicating their faith to others, but it is nothing 
short of tragic that people of sincerity and good will are so frequently 
less skilled in handling these problems than those who succeed in creat- 
ing dissatisfaction and disunity between individuals and groups. Often 
the person who, with counsel, is in the best position to be of help in the 
solving of a problem, hesitates to become involved in the personal affairs 
of others. It is obvious, therefore, that the chaplain’s main ministry may 
well be with people of sincerity and good will, so that they may be able 
to help others. 


The industrial chaplain is therefore not a ‘pathological expert”. 
He does not limit his contacts to people who are obviously working 
under tension, or undergoing abnormal reactions. He is not solely a 
“trouble shooter”. Experience has shown that the average person can 
benefit as thoroughly from talking with him as can those who are in 
difficulty. 


Failures In Counselling 


‘“. .. Iam near the end of the road . . . the doctor told me the 
score . . . I wish I could restore the relationship I once had with my 
children . . . . as you know more about me you will help me better...” 


said a supervisor in the course of a number of discussions. There is no 
apparent insight now and may never be; spending further time with the 
supervisor is questionable. Nevertheless failures are important for they 
provide a fruitful avenue of research. More important still is the fact 
that every soul counts. 














The Case for the Factory Chaplain 227 


It has been said of counselling: “You can learn and learn and what 
remains to be learned grows and grows”. 


The Future Place of Industrial Chaplaincy 
How long will it take for chaplaincy to become a generally accepted 
function in the organizational structure of industry? 


As a yardstick it may be useful to consider the growth of industrial 
medicine. Sixteen years ago industrial medicine was almost unknown 
in Canada and it was about fourteen years ago that the first appointment 
of a physician in industry was made. 


Another yardstick might be an historical appreciation of the growth 
of personnel management. In thirty-five years, personnel management 
has grown from an inauspicious beginning to its present stature as a 
specialized function of general management. The industrial chaplain 
has started under much more favorable auspices than the personnel man- 
ager. This is largely accounted for by the emergence of the value of 
human personality and industry's recognition of the social and spiritual 
needs of the individual employee. 


It may be that industrial chaplaincy will not develop along the same 
pattern as industrial medicine and personnel management. The per- 
sonnel manager, factory physician, nurse, and company counsellor can all 
fill part of the chaplain’s counselling functions. More important, to 
the extent the chaplain succeeds in helping all Christians in industry, 
and especially executives, superintendents and foremen, to help others, 
he will become correspondingly unnecessary. The chaplain ought to 
succeed in training Christians to render to others a “first aid” in coun- 
selling in the same way people are trained to render “first aid” in 
medicine. 

There are in industry some human problems, especially those involv- 
ing guilt feelings, whose solution requires counselling of a deeper 
religious content than can be offered by the layman, regardless of his 
training in Christian counselling. This kind of counselling must of 
necessity remain the special province of the industrial chaplain. 


Conclusion 

There is an immediate need in industry for industrial chaplains to 
provide personal counsel in those everyday human problems which are 
now being neglected, and to train company personnel in the Christian 
counselling which is fundamental to the effective individual solution of 
those problems. There is a permanent need in industry for industrial 
chaplains to provide personal counsel in those human problems requiring 
a deeper religious background of the counsellor. 


How fast industry will move to meet these needs, the reader is 
probably better qualified to judge than the author. 











The Case for the Factory Chaplain: 
What He Can Accomplish 


A Sym posium 





For more than three years, Mr. Semple has provided an industrial 
chaplaincy service to three London industries: Murray-Selby Shoes, Ltd., 
McCormick's, Ltd., and Kelvinator of Canada, Ltd. The payroll of these 
three factories totals approximately 1,600 employees. 

For over two years, the Church of England financed one-third of the 
cost of the service, but now the three industries finance the entire cost. 
The chaplaincy remains under the direction of an Advisory Committee 
of the Diocese of Huron, and Mr. Semple retains his position as assistant 
to the Dean, St. Paul’s Cathedral. 

To the best knowledge of The Quarterly Review of Commerce, Mr 
Semple is providing the only industry-financed chaplaincy service in North 
America. In the belief that readers would be most interested in industrial 
opinion on the value of the service, the editors have collected the views 
of a labor leader, a worker, and two top executives on how the industrial 
chaplaincy is working out in their plants. 


A Labor Leader — 


As a labor leader I want to express my opinion of the work the 
industrial chaplain is doing in the factories. 

I sincerely believe it is a great advantage to the individuals who have 
minor or serious problems in the factory or at home. 

The employee or employer has the right to discuss his difficulties 
and feel assured that all is kept secret. 

As a factory employee of the Murray-Selby Shoe Company I have 
been in close contact with some of the individuals who have had prob- 
lems, and they have been very content with the way the chaplain has 
helped them. His tolerant manner and Christian viewpoint give the 
individual confidence to think for him or herself, and by doing so, 
enables them to arrive at a satisfactory solution to the problem which 
confronts them. The chaplain has helped many workers overcome the 
drink habit, and has helped others to lessen the drink habit considerably. 
His help in police court troubles has been very beneficial. If it had not 
been for his help in solving man and wife differences, they would have 
resulted in separation or, perhaps, divorce. 
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I sincerely appreciate the work that is being done and hope it will 
continue. 

I feel more ministers and priests should be carrying on similar work 
among men, as doing so would make a better, more Christian, more 


democratic country. 
Morley Smith, President, Local 17, 


National Union of Shoe & Leather Workers 
and London Labour Council. 


A Worker — 

We, the members of Local 17, of the National Union of Shoe and 
Leather Workers, employees of Murray-Selby Shoes Ltd., have enjoyed 
in our industry the spiritual benefits of a chaplain, who has been kept 
extremely busy with the numerous cases that have arisen since the instal- 
lation of chaplaincy in our plant some three years ago. 

I have been watching closely with great interest the marked improve- 
ment in many cases since spiritual vitamins have been so humbly and 
tactfully administered by our most reverend chaplain. 


For the last three years I have been on the road for the Union as 
their National Representative, and in that capacity one can plainly see 
the low, ignorant, ever-spreading bigotry that not only destroys unity in 
Trade Unionism, but also in our community, the province, and the 
Dominion. Keeping this in mind, anyone can plainly see the tremendous, 
far-reaching, important task a chaplain in industry has, and the ever- 
growing urgent need for spiritual guidance and uplift, so badly needed 
in unions and management alike. 

To quote the Minister of Labour's figures, Labour has some 4000 
collective agreements with a membership of 1,212,964. It is obvious to 
any interested Christian there is a vital need for a spiritual as well as an 
economic force to swing so many workers always to the right. There 
is constantly that left swing danger. 

So, to offset this danger, and to give such a large body the spiritual 
injection it so gravely needs, first let us have chaplaincy in all industries, 
as an initial move in the right direction. 

James J. Self, 
Inspector, Finishing Department. 


The General Manager of a Company — 

It is a pleasing privilege to comment on the industrial chaplaincy 
which is now in operation in our factory. 

I have been intimately associated with this project since its inception, 
and have followed its development with considerable interest and much 
satisfaction. 
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When the plan was first presented by the chaplain, he was totally 
unknown to me and I was, frankly, quite skeptical about the soundness 
and the eventual success of a venture of this nature. It was his pro- 
nounced confidence in the workability of his plan and his contagious zeal 
for setting up counselling of this type, that convinced me that it was 
eminently worthy of trial. These, of course, were the immediate reasons; 
but the underlying reason was that many of our people without church 
connection had nowhere to go and no one with whom to discuss intimate 
domestic and work problems in complete confidence. 

Personal counselling was not new, but as a rule the counsellor was 
a member of the administrative staff and was received with reservations 
and some degree of skepticism. The chaplain’s connection with an estab- 
lished church, and his status as an ordained minister of that church, have 
given our employees complete assurance that any personal and intimate 
topic discussed with him would be held completely in confidence. 

I did, however, have some misgivings that these very factors that 
recommended him, might also be deterrents against the plan’s success. 
It was essential that his work be carried out on the broad basis of Chris- 
tian principles. It seemed obvious to me that any attempt to promote 
the interest of his own church or to attempt any program of proselyting 
would quickly nullify the entire project. Denominational lines must of 
necessity be obliterated. It was then a question whether any clergyman 
so trained could follow such a middle course without deviations. Very 
happily the chaplain has these qualifications and has very aptly and tact- 
fully gained the confidence of all people from the several denominations 
in our factory. In any expansion program, I still feel that this is the one 
dangerous factor that could bring an Industrial Chaplaincy plan into ill 
repute. 

It is extremely difficult to evaluate the benefits of this plan after 
several years experience, because its results cannot be measured by any 
of the accepted standards of measurement which the industrial adminis- 
trator is accustomed to use. 

There are many intangibles which are difficult to properiy assay. 
We can state quite sincerely, however, that a chaplain counselor in our 
plant has been of inestimable value to us. We are quite certain that the 
many intimate and persona! troubles, which would never be disclosed to 
an employee’s immediate supervisor, have come to his attention. He 
has been given the opportunity to assist in rectifying or applying a 
remedy that would never have been given to any other member of our 
administrative staff. This in itself is a most valuable contribution and 
we feel, that in many instances, a troubled worker, who under these cir- 
cumstances cannot be a good worker, has been restored to us as a con- 
tented and efficient employee. 

Personal relations between our employees have been improved and 
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the small feuds which are a constant irritation in industrial life have been 
considerably minimized. The chaplain has brought a warm, personalized 
Christian service to our people that could not be procured in any other 
manner. 


His scope of activity has broadened beyond both denominational and 
industrial lines, and his contribution to our industrial health and tran- 
quility has been considerable. 

John F. Bowler, 


Vice-President and General Manager, 
Murray-Selby Shoes, Ltd. 


The President of a Company — 

My impression of the industrial chaplaincy situation in London, as 
it concerns itself with our company, is indeed favourable. We have been 
making use of the services of a Plant Padre for about three years, and 
while it is always difficult to give proper recognition to the many in- 
tangibles of an effort of this sort, I have the very distinct feeling that he 
and his presence in the plant have created a very good feeling, and cer- 
tainly his efforts have been of material assistance to several individuals. 
Of this last I feel very sure. 

My only reservation (and perhaps “reservation” is not the right 
word) regarding industrial chaplaincy is that I feel it should be very 
much larger and broader than it is at the present time. I have made this 
statement to the chaplain many times and also to the members of the 
clergy in the Anglican Church. There are three plants in London with 
perhaps 1500 - 2000 employees who are receiving the benefits of this 
service, and I feel very strongly that it should be spread to other plants 
and that there should be more chaplains, and certainly of all denomina- 
tions, including Catholic and Jewish. In London, for example, I should 
like to see about fifteen or twenty plants, at least, served by about four 
padres. In making this comment, I should like to add that I realize fully 
the difficulty involved in getting men properly qualified to do this sort 
of work, but I think expansion and broadening of the service is the ideal 
to which we should all be working. 

C. W. Hadden, 
President and General Manager, 
Kelvinator of Canada Limited. 
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Devoting particular attention to recent export developments, Mr. 
Leckie analyzes the short-term prospects for each of the primary 
agricultural industries, and points out underlying trends affecting 
the long-term agricultural outlook. 


ECENTLY FARMERS, in company with the general public, have 

been becoming more and more concerned about the extent of the 
income reduction they may expect in the near future. This indicates a 
somewhat natural desire to be prepared for possible sudden dips in the 
economic barometer. On the theory that “whatever goes up must come 
down”, farmers were more or less expecting the recent hoisting of eco- 
nomic storm signals. 


Obviously any attempt to forecast the probable trend of farm income 
in 1950 and beyond must first of all differentiate between short and long 
term aspects. In planning their annual farm business programmes this 
spring, farmers will have to make certain decisions which affect their 
current position only. At the same time there are certain other production 
and marketing problems which involve much longer range adjustments. 
In this article we shall be primarily concerned with the more immediate 
outlook, but at the same time it is unwise to omit the longer term pros- 
pects from consideration altogether. 


The Interplay of Prices, Costs and Production 

It should also be apparent that to discuss the farm income outlook 
satisfactorily requires one to consider the possible net position, rather 
than merely the gross intake. Unless trends in costs and purchasing 
power are taken into account, the analysis must be far from complete. 
At the same time, it is easy to fall into the error of assuming that the level 
of farm prices is the sole factor in determining farm income, and thus 
fail to consider how important is the multiplying factor of farm output. 


An outlook forecast for farm income should, therefore, take into 
account all three relevant factors of probable production, prices and costs. 
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TABLE I 
FARM CASH INCOME IN CANADA IN RELATION TO INDICES 
OF FARM PRICES, FARM COSTS AND FARM PRODUCTION, 
1935-39 to 1949 * 





Farm Index of Index of Index of Farm 
Year Cash Income Farm Prices Farm Costs Production 
$ million 

Ave. 1935-39 623 100 100 100 
1940 748 97 107 130 
1941 896 110 116 109 
1942 1,099 133 132 164 
1943 1,407 158 143 114 
1944 1,830 172 148 140 
1945 1,695 184 152 111 
1946 1,743 201 157 126 
1947 1,962 212 170 116 
1948 2,450 252 197 125 
1949 2,409 ? 253? 202 4 3 


The Outlook for Farm Production 


Trends in farm production of individual commodities have been 
available for a number of years in one form or another, particularly as to 
the volume of crops, livestock, and livestock products passing through 
commercial marketing channels. However, it is only recently that an 
over-all indicator of the level of agricultural output from Canadian farms 
has been released.° 


Past Trends 


While there may be a number of possible objections to the statistical 
procedures which have been used in constructing the index, it is probably 
the best over-all indicator of Canadian farm production which we now 
have. Assuming this to be the case, it is interesting to note that since 
1943 the average level of farm output for Canada as a whole has not 
exceeded the 1939 figure, although it is approximately one-quarter higher 
than the average of the five pre-war years from 1935-39. Individual 
provinces do manifest considerable variation, with farmers in British 





1 From data compiled by the Dominion Bureau of Statistics. 

2 Preliminary. 

3 Average 9 months, January—September only. 

4 Average for January, April and August. 

5 Not yet available, but probably lower than 1948. 

6 See “Index of Farm Production,” Agricultural Division, Dominion Bureau of Statistics, 
issued for the first time in August, 1949. Prior to the publication of this new index, it was 
necessary to adjust the farm cash income by the index of farm prices, in order to arrive at 
an approximation of the farm output level. 
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Columbia, Manitoba, Saskatchewan, and Prince Edward Island since 1945 
maintaining output farthest above their pre-war production levels. 

The significant fact which emerges, however, is that in 1948 Cana- 
dian farmers secured their record cash income of $2.5 billion, which 
was just four times the 1935-39 average of $623 million, with only a 25 
per cent increase in output. This is in contrast to the initial period of the 
war, when rapid expansion of output was a prime factor in improved 
income position. 

Projected Future Trends 

Agricultural production is of course always heavily dependent on the 
weather and certain biological factors. This applies particularly to the 
Canadian West, where moisture reserves are all important in grain pro- 
duction. The cause and effect relationship between the weather and 
livestock output is more roundabout, but nevertheless eventually apparent. 


It appears doubtful if crop yields in Western Canada will average as 
high during the next decade as in the period since 1938. While improved 
cultural practices by wheat farmers, including summerfallowing and trash 
cultivation, may conserve moisture reserves and reduce the danger of soil 
drifting, past history of weather cycles points to the possibility of “seven 
lean years” in the not too distant future. Even in parts of Eastern Canada 
summer droughts and general lowering of the water table have been 
giving increasing concern. Crop pests and crop diseases are also con- 
stantly testing the inenuity of farmer and agricultural scientist. While 
recent years have been free from major ravages, the potential grasshopper 
menace in Western Canada is currently a danger spot. 

Higher income levels have enabled Canadian farmers generally to 
improve the quality of their breeding stock, thus raising their livestock 
production potential. No accurate indicators of progress in this regard 
are readily available, although there is evidence of more widespread 
dissemination of improved strains of dairy and beef cattle, bacon hogs 
and poultry. Relatively high prices of meat animals in relation to breed- 
ing stock prices have made culling popular and profitable. 


In summary, the greatest single factor in regulating farm output 
during the next two of three years will continue to be weather. The 
size of the prairie grain crop is the major item in Canada’s total farm 
output, affecting as it does both grain and livestock producers. Unless 
prices begin to slump sharply, it appears probable that farmers will be 
hesitant about planning to expand output substantially above present 
levels, tending rather to ease off slightly in production in an effort to 
hold the price line. 


The Outlook for Farm Prices 


Although public programmes which aim at stabilizing, if not actually 
subsidizing, farm prices have been steadily gaining in popularity and 
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support, at the same time it has become more clearly evident that the 
solution of the farm price and income problem does not lie within the 
agricultural industry itself. Most farmers now realize that their fortunes 
ebb and flow with the general tide of business prosperity, and that any 
public price support programme is a poor substitute for an ample supply 
of purchasing power in the hands of consumers. 


Short-term Prospects for the Domestic Market 

In the past, the extreme importance of capturing and holding a sub- 
stantial export market for certain staple Canadian farm products, such 
as wheat, bacon, beef and cheese, has been repeatedly emphasized. There 
is no reason at the moment for seeking to minimize the importance of 
export outlets for surpluses; but to an increasing degree it is becoming 
apparent that the Canadian farmer's number one customer is not located 
across international boundaries, but right here at home. Natural popula- 
tion increase, coupled with post-war immigration policies and the recent 
entry of Newfoundland into the Confederation, have combined to result 
in a considerable expansion of the domestic market potential. More 
Canadian consumers and a continued high rate of employment and earn- 
ings have combined to bring annual consumption of certain foods, 
notably such livestock products as pork, beef, milk and eggs to record 
levels, in some cases more than a third higher than before the war. 

Obviously the continuation of this relatively high level of consumer 
spending on food in Canada will be dependent primarily on the main- 
tenance of the income of wage earners, and their inclination to continue 
spending at least as high a proportion of their income for food. At the 
moment the demand for most lines of industrial consumer goods seems 
to be holding up, and capital expansion programmes have not yet slack- 
ened appreciably. Construction activity has continued to absorb a sub- 
stantial amount of manpower at good wages, and the gradual removal 
of rental ceilings may serve to further prolong the demand for new hous- 
ing units. Major additions to public utilities, railway rolling stock, and 
highway development are in process or scheduled for early consideration. 
The motor car industry appears to have a considerable backlog of unfilled 
orders still on its books, even though the market for used cars reflects 
some tapering off in demand. 

In general there seems no reason to anticipate a very marked change 
in the income available to Canadian domestic consumers through 1950, 
or at least during the next few months. However, should living costs, 
particularly rentals, continue to advance, it is possible that the proportion 
of household budgets allocated to food may cut back slightly. Any local 
easing off in industrial employment or temporary work stoppages will, 
of course, serve to make consumers slightly more cautious in budgeting 
expenditures, and more conscious of the desirability of laying something 
aside for a possible rainy day. 
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Short-term Prospects for Exports 

While the domestic aspect of the Canadian farmer's market looks 
reasonably encouraging during the next few months, the export prospects 
have definitely deteriorated. Following Agriculture Minister Gardiner’s 
pessimistic statement in the House of Commons on December 10th, the 
information presented to the mid-December Agricultural Outlook Con- 
ference held in Ottawa was definiteiy discouraging to the poultrymen, 
only slightly less so to hog producers, and not too encouraging to the 
cheese industry. While various good and sufficient reasons have been 
advanced for the enforced curtailment of shipment of agricultural 
products to Great Britain, the Canadian farmer has found it difficult to 
become reconciled to the hard fact that a customer without dollars is not 
an effective customer in the practical sense of the term, even if the desire 
to buy is present. 

Since the December Conference, the immediate export outlook for 
Canadian bacon and cheese has brightened materially, although the poul- 
tryman’s Christmas was not made happier either by the announcement of 
an unexpected export contract or a floor price programme for eggs. The 
latter, however, has been already proposed and may possibly be in effect 
when this appears in print. 


Re-adjustments Indicated for the Dairy Industry. At the time of writ- 
ing, the export situation with respect to cheese has not yet been clarified. 
It is known that the United Kingdom has a high regard for Canadian 
cheddar and if Canadian cheese producers are able to offer their product 
at a reasonably competitive price, the opportunity to conclude a substan- 
tial contract seems assured.’ This would exert a stabilizing influence 
which the Canadian dairy industry can ill afford to pass up. 


The rather encouraging export prospects for cheese, coupled with 
the recent strong export demand for purebred dairy cattle and the con- 
tinued sizeable consumption of fluid milk, is serving to offset Canadian 
dairy farmers’ concern over butter-margarine competition and the mount- 
ing surplus of dried milk products. While the industry is undoubtedly 
in for a period of readjustment, in the long-run Canadian dairy farm 
income may continue at relatively stable levels when other enterprises 
which have offered easier profits in the recent past have felt the effect 
of price recessions. This is assuming that the butter-margarine competi- 
tion may not prove to be so severe in the long-run as first imagined. 


Problems in the Poultry Industry. The poultry industry in Canada, 
which expanded so rapidly after 1939, will have to make a very strong 





1 Editor’s Note: Or January 19, 1950, Agricultural Minister Gardiner announced a new 
Anglo-Canadian cheese contract under which Canada will sell the United Kingdom 
approximately 85,000,000 pounds of cheese in 1950, 35,000,000 pounds more than in 1949. 
The 1950 price of $.25 a pound was $.06 under the 1949 price, but the Canadian govern- 

ment will support domestic prices at $.28 a pound. 
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drive for the exploration of all potential export markets. The wartime 
overseas demand which developed for dried and shell eggs allowed this 
industry to undergo marked growth. Since it now appears extremely 
doubtful that a substantial export outlet in the United Kingdom can be 
regained in the near future, surpluses of poultry products could accumu- 
late at an early date, even at present lower prices. Fortunately, on many 
farms poultry represents a supplementary enterprise which may be ex- 
panded or contracted at will, but commercial poultrymen and hatcheries 
lack equal flexibility. Present egg prices and instability are unfortunate 
but may serve to weed out the inefficient producers. 

Key Factors in the Outlook for Wheat. With regard to wheat, the 
situation is that the Canada - United Kingdom contract expires in 1950, 
while the new International Wheat Agreement became effective for four 
years commencing August 1, 1949. However, the problems of financing 
purchases under the agreement are somewhat accentuated by currency 
devaluation policies, and will probably require further clarification. No 
doubt the future allocation policy with respect to Marshall Plan funds 
will be an important factor, particularly should wheat, along with other 
farm products, be declared surplus in the United States. 

Actually, while the export outlook for Canadian farm products 
appears far from rosy, the successful disposal of the annual wheat surplus 
continues to be a key factor. Mainly because of the favourable level of 
wheat and coarse grain prices, and the inclination of Western Canada 
farmers to swing back to a grain grain economy. the bacon hog industry, 
expanded so sharply during wartime, has been reduced to more normal 
proportions since 1945. 

A Different Picture for Bacon and Beef. With the present level of 
domestic consumption, our exportable bacon surplus in 1949 declined to 
under 100 million pounds, but could easily climb again to more formid- 
able proportions through a slump in grain prices and a resulting favour- 
able hog-feed ratio. This might unfortunately coincide with a declining 
rate of domestic pork consumption. It would seem, therefore, that the 
future of the Canadian hog industry depends on the maintenance of an 
export market for surplus wheat, and on the cultivation of some reason- 
able share of the British or other export market for Canadian bacon. 


The new 1950 bacon contract for 60 million pounds at a seaboard 
price of $29.00 per cwt. fell considerably short of the 1949 agreement 
both in respect to price and quantity. However, it is expected thet this 
amount of bacon may represent the bulk, if not all, of the current year’s 
export surplus. For the first 6 months of 1950 a Dominion subsidy of 
$3.50 per cwt. on export bacon should provide considerable support to 
the entire hog price structure in Canada, with resulting beneficial effects 
on the cash income of hog producers. With the prospect of the resump- 
tion of unrestricted trade in pork products at an early date between 
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Canada and the United States, it remains to be seen what the short and 
long run effects of this development will be. 


At the moment export market prospects for another major Canadian 
farm product — beef — appear reasonably stable. While dressed beef 
shipments went overseas to the United Kingdom in substantial volume 
during the latter years of the war, the more normal practice of selling 
surplus beef cattle on the United States market has now been resumed, 
with the benefit of an enlarged quota. This export competition has had 
a very stimulating effect on Canadian cattle markets. In fact it is safe 
to say that beef is one of the most profitable lines of farm production in 
Canada at the moment. At the same time beef exports bring in a wel- 
come addition to our supply of United States dollars. Bacon hog pro- 
ducers have reason to envy the handy market available to beef producers, 
and might do worse than to vigorously explore similar possibilities as 
soon as the opportunity presents itself. 


Deterioration of the Apple Trade. The export apple trade, dealt a 
knockout punch by the war, is still not showing clear signs of an early 
revival. Where dollars cannot be released for a few rashers of bacon 
for breakfast, it is hardly likely that they will be forthcoming in order 
“to keep the doctor away”, particularly if the doctor is provided through 
the courtesy of a welfare state. Whenever the United States experiences 
a short apple crop, such as in 1948, considerable quantities of British 
Columbia apples find ready sale in that market, but the Nova Scotia 
industry has always been more closely tied to overseas trade channels. 
For this reason Annapolis Valley farmers have been seeking new sources 
of cash income, with hogs and poultry popular choices to date. Possibly 
the Newfoundland market presents some possibilities. 


Attempts to Stabilize Farm Product Prices 

No discussion of the possible trend of farm product prices in Canada 
would be complete without reference to the domestic machinery already 
set up to cushion the shock of anticipated price declines. In 1944 the 
Agricultural Prices Support Act was passed by the Dominion Government 
with the expectation by farmers that it would provide a price pacachute 
as wartime markets disappeared. Actually as things worked out, the 
Prices Support Act was not fully utilized during the transitional period, 
because farm prices in general did not develop any concerted tendency 
to sag. Farm output actually receded faster than total demand for food, 
although this stage appears to be about at an end. 


More recently, however, the Prices Support Board has had its first 
major job to do, namely to support the butter market, and now has almost 
a complete “corner” on this commodity. This of course was due not so 
much to any post-war slump but to the repeal of anti-margarine legisla- 
tion with consequent repercussions in the butter market. 
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It remains to be seen just how effectively the Agricultural Prices 
Support Board will be able to cope with the tendency for farm prices to 
fall fastest and furthest during a recession. Unlike the United States 
price support programme, which aims at supporting prices up to certain 
percentages of “parity”, the Canadian legislation empowers the Board 
to prescribe prices without setting up any hard and fast criteria to govern 
its prescription. As long as marketing problems are confined to a few 
scattered commodities, the Prices Support Board will undoubtedly be 
able to operate fairly effectively. However, in the face of general and 
protracted price declines, the amount of support it can give to farm 
income remains to be seen. 


Recently the International Federation of Agricultural Producers laid 
before the Food and Agriculture Organization a proposal for stabilizing 
prices of surplus agricultural products at the international level. By 
instituting a surplus commodity clearing house the hope is to effect better 
distribution of farm products to consumers who need them but lack 
purchasing power. While FAO has not accepted the original IFAP pro- 
posal in toto there is evidence of considerable support in principle among 
member governments. 


The Farm Cost Situation 


The Acceleration of Cost Increases. The increase in farm product 
prices since 1939 has been followed, at a respectable but ever diminishing 
distance, by corresponding advances in costs of goods and services used 
in farm production. The tendency for farm costs to overtake prices has 
been particularly marked since 1947. Of the component <ost groups, 
farm wage rates have shown by far the greatest increase, tax and interest 
rates have advanced the least, while equipment and materiais occupy an 
intermediate position. The composite index of all farm cost factors in 
August, 1949, had reached 204, or slightly more than double the pre-war 
average. As a result of these advances in production costs, net farm 
income during the past two or three years, although at relatively high 
levels, has reflected a progressively less favourable income — expense 
ratio. 


The Probable Effects of Rigid Costs 


Past performance has indicated that farm cost levels are slower to 
rise than farm prices during the ascending phase of the business cycle, 
but at the same time, once attained, have a tendency to remain rather 
“sticky” during periods of price declines. One reason is that the costs 
of things farmers buy to some extent are a reflection of higher wages 
negotiated by labour unions in manufacturing plants and in industries 
supplying basic component materials. Although feed, which is one of 





2 See an article by A. H. Turner entitled “Federal Marketing and Price Support Legislation 
in Canada” in Journal of Farm Economics, November, 1949, p. 594. 











240 The Quarterly Review of Commerce 


the larger cost items on general farms, can be expected to keep pace with 
farm price declines to a considerable extent, expense charges associated 
with capital goods such as machinery and buildings are much more rigid. 
In an attempt to escape higher costs of hired labour, farm operators have, 
as indicated next below, substantially increased their investments in 
mechanized equipment. This has greatly added to the cash operating 
expenses associated with the use and maintenance of power equipment, 
as well as increased the burden of overhead costs. There is the probability 
that shrinking markets and declining prices for farm products will catch 
many farmers in the “squeeze” between declining revenues and a rigid 
basic cost structure. The intensity of the “squeeze” will be most acute 
in the case of farm operators who have increased their capital outlays in 
the past three or four years instead of retiring indebtedness to a safe 
margin or accumulating liquid reserves. At the same time farmers who 
have taken advantage of the favourable farm income situation in recent 
years to retire mortgages and to increase their productive efficiency on 
present operating units will be in a much better position to withstand 
price declines. This applies particularly to family-operated farms. 


The Significance of Recent Farm Prosperity 

The past decade has provided the economic atmosphere required to 
enable agriculture to put its house in order after the gloomy thirties. How 
favourable one finds conditions to have been for the Canadian farmer 
depends, quite naturally, on the point of view adopted, and the measuring 
rods applied. Viewed simply from the standpoint of cash income, the 
record level of nearly 2.5 billion dollars reached in 1948, and again nearly 
attained in 1949, indicates a very healthy position. But a slightly less 
rosy prospect is presented, if allowance is made for a rising level of farm 
costs, and consideration is given to net income, rather than the gross 
figure. Computation of the farmers’ share of the national income, long 
a fascinating hobby of agriculture’s champions, provides still a different 
slant on the changing fortunes of what has often been termed, perhaps 
too glibly, ‘Canada’s basic industry”. 


The important effects on Canadian farmers of these more prosperous 
times, whether they be real or imagined, have been felt in a number of 
directions. The past few years have witnessed the retirement of a sub- 
stantial volume of indebtedness in the form of mortgages and other 
obligations, the improvement and extension of farm productive plants, 
and the betterment of rural living conditions. Particularly significant 
has been the investment in substantial quantities of new farm equipment, 
and the addition of long-needed facilities in farm homes. One has only 
to drive through farming communities to observe the immediate and 
practical effects of higher farm income in the form of new paint jobs, 
and other improvements. Not for many years had so much farm improve- 
ment activity been in evidence. 
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As the result of accelerating purchases of new equipment, Canadian 
farmers now have at their disposal a great deal more machinery, and the 
mechanical power to propel it, than was the case in 1939. Most of this 
new equipment assists in the production of crops, but milking machines 
and other equipment also aid in livestock production. Despite the shift- 
ing of considerable manpower into urban employment, there is not the 
slightest doubt that through additional mechanization, Canadian farmers 
are now in a position to accomplish more productive work per man, and 
to do it more quickly and efficiently, than was the case in 1939. Asa 
matter of fact, this must prove to be the case if the additional investments 
in equipment are to be self-liquidating. 

The high level of farm prices, higher rates of income taxes, and 
increased efforts by income tax authorities to collect them from farmers, 
have had a restraining effect upon the old economic drive to attain maxi- 
mum output. If the necessity arose, however, such as might be occasioned 
by a slump in farm prices, Canadian farmers would seem to have the 
resources at their command to considerably step up their production. In 
fact, many may eventually be driven to this expedient in an attempt to 
carry the burden of fixed charges occasioned by recent heavy investments 
in machinery. 


A Summary of the Outlook for the Immediate Future 

While cash income of Canadian farmers should continue at relatively 
high levels for at least the next few months, price declines may be gen- 
erally in evidence in the latter half of 1950, especially if the harvest is 
particularly favourable. The continued buoyancy of the domestic market 
will be a major factor in retarding this development, and for this reason 
economic indicators such as the employment index, the index of industrial 
production, and the general wholesale price index will bear close watch- 
ing. Any slackening in employment and payrolls will undoubtedly be 
reflected in the domestic market for farm products without much delay. 

Major alterations of policy with respect to the future market for 
export surpluses of Canadian farm products may require consideration. 
The retention of the United Kingdom as a major long-term customer for 
farm products apparently depends on the possibility of that country’s 
effecting a more favourable dollar trade balance by exporting more 
British goods in exchange. If this does not prove to be feasible, an alter- 
native for Canada may be to seek additional farm markets elsewhere, 
including the United States. It does seem essential that for some years 
to come, outlet channels for surplus Canadian agricultural products be 
kept open, in view of the increased farm production potential and the 
ratio of farm to non-farm population. 

The incorporation of farm income support and stabilization planks 
in the platforms of all leading political parties indicates general agree- 
ment as to the desirability of maintaining farm income at a reasonable 
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level during adverse periods of the business cycle. Whether such pro- 
grammes should be permanent, or should amount to the equivalent of 
bestowing a modified version of the “Midas touch” on farmers, is cer- 
tainly more debatable. 

The farm population, like other segments of the economy, should 
be prepared for some recession from present income levels in the rela- 
tively near future, and should be able and willing to make necessary 
adjustments in production and marketing programmes. This does not 
mean that farmers should necessarily bear the brunt of business recessions 
through undue and unchecked reductions in farm prices, but it does 
indicate the desirability of preparing for downward adjustments. 














A Sharper Tool For Cost Control 
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Manufacturers are beginning to adopt an approach to cost control 
which has long been familiar to retailers, and Mr. Manuel appraises 
its usefulness in measuring the interplay of costs, revenues, and 
profits. 


"yids CONTROL has had a fairly rapid evolution in a relatively short 
period of business history. In its more primitive stages the increase 
or decrease of the owner’s bank account was the only indicator of the 
progress of the business. Later refinements isolated material and labour 
expenditures. A decided advance was made when job costs and process 
costs were developed. Further control was introduced with the practice 
of budgeting. More recently standard costs have been instituted for 
measurement of performance, and the use of variable or flexible budgets 
to supplement standard costs has established a high degree of control. 

“Basic cost accounting” is the latest advance and would appear by 
its very nature to be the ultimate in its ease of use in “analyzing” the 
origins of costs and the control of profits. It is not a “new system” — 
it is a fundamental conception of the elements that affect profits. For 
some it requires a change in thinking about the inter-play of sales revenue, 
costs and profits. For others, particularly the retailers, it seems quite 
normal. Basically, we are concerned with ‘‘margins” and they certainly 
are no startling innovation. 


What Basic Cost Accounting Can Do 
The fundamental principle of basic cost accounting is in the develop- 
ment of margins — or “marginal income” — which are the differences 
between revenue from sales and direct costs. Such margins change, 
obviously, with changes in prices and direct costs. Management is shown 
clearly not only the results of such changes but the resultant effect of 
changes in “fixed” or overhead expenses. The determination of the 
“break-even” point is simplified in this concept of the inter-relationship 
of costs, prices and volume. Since all items of fixed expense are charged 
against the marginal income in each accounting period, a more realistic 
profit is reported without the confusion which results from changes of 
inventory levels. Furthermore, by this method of accounting each 
product may be examined separately for its own particular contribution 
of margin in the total operations of the business. 
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A simple example usually serves to make this clear. 


John Smith and the Kitchen Gadget 

Two old friends met on an August day a year or so back — one a 
bit of an inventor, the other a retired business acquaintance who was 
now living in a suburban village. The one with a flair for new ideas 
showed his friend, John Smith, a new kitchen gadget which he had 
created. He said: “John, I would like you to help me out. I want you 
to undertake the assembly of this gadget for me and I'll split the profits 
of our little enterprise with you. You can handle it out in that town 
of yours without seriously interfering with your leisure.” 


After some protestation on John’s part, he finally agreed to super- 
vise this project for his friend on a trial basis. “You can buy all the 
necessary parts at your local hardware for $1.00 per kit,” his friend told 
John, ‘and you can hire someone locally and pay them a dollar a piece to 
assemble the gadget. A large grocery store in the city will take them 
from us at $3.00 each.” 


Direct Costs and Margins 

So Smith purchased a supply of parts and went back home. He 
arranged with Susie, a local farmer's daughter, to come to his place on 
a part-time basis to assemble the kits at his friend’s figure of $1.00 each. 
The weather was mild so he arranged a table and chair out in the orchard 
as Susie’s work place. 

In the month of September Susie made 10 kitchen gadgets and the 
grocery store in the city bought them all. The state of affairs was: 


Materials 10 @ $1.00 $10 
Labour .... 10 @ $1.00 10 
Cost $20 
Sales .... vee. 10 @ $3.00 30 
Peete .2125.. $10 


In other words, the total sales of $30 less the costs of $20 equalled 
the profit of $10. Considering a single article the same relationship 
holds true, namely: Selling price less the direct cost per unit equals the 
margin per unit (which in this simple situation is equivalent to the 
profit). So we might express the results of Susie’s efforts this way: 

Selling price per unit ................ ae 
Direct cost per unit . Lens lnisancceiiie 2 


Margin .... a hE “Ag a, 
TRI 
Total Margin (Profit) ...................... 
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In this simple business there are no costs other than direct costs, 
consequently all the margin is profit. 

Graphically this little business could be illustrated in the following 
chart: 
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| Margin, Fixed Costs and “Break-Even” Point 


With October weather, another factor was introduced; Susie no 
longer could work in the orchard. Smith made arrangements with the 
garage-man in the village to rent a corner space in his stockroom for 
$10 per month. So in the month of November, with only 10 units made 
and sold, we find this situation: 


Selling price per unit $ 3 
Direct cost 
Labour $1 
Material . 
Margin per unit . $1 
Units sold 10 
Total margin $10 
Fixed expense — rent 10 
Profit . $0 


In other words, the margin was all used in paying the rent which 
did not change whether Susie made 10 items or 100. So the first demand 
on the margin was payment of this fixed charge. It may be pictured as: 
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Another way of expressing this situation is to say that Smith and his 
friend just “broke even” or that the “break-even point” has moved with 
the addition of the rent charge from 0 to $30 of sales. However, if the 
sales had been beyond 10 units or $30 the margin from each additional 
unit would have provided $1 of profit. 


Selling Expense in the Profit Structure 

There are other factors that can affect the break-even point by in- 
fluencing either the margin or the fixed charges. Smith and the inventor 
learned this as they took steps to increase the business so that they would 
have something to compensate them for their efforts. Smith’s friend in 
the city made a deal with the salesmen in the store to give them 50 cents 
for every unit.they sold. 

This sales campaign resulted in a tremendous increase in sales — 
percentage-wise. In the month of December Susie made, and the store 
sold, 30 kitchen gadgets. Now where are they from a profit standpoint? 


The margin has been affected by the payment of the sales commis- 
sion. It has the result of reducing the sales revenue (or, conversely, could 
be treated as an increase in the direct costs). Thus, a December state- 
ment might be prepared as follows: 


Selling price per unit ve Ce 
Selling cost per unit és 50 
Available sales revenue per unit 2.50 
Direct mfg. cost per unit 
Labour $1 
Material 1 2.00 


Margin per unit 
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Units sold ................ 30 

Tote MAD 120i Soin akin . $15.00 
Fixed expense — rent ........................ 10.00 
eet Pare pis M Rohe ransinkeor 


$2.50 each for Smith and the inventor is far from satisfactory on an 
increase in volume of three times. Obviously, the reduction of margin 
by adding a direct selling expense was too great a price to pay for even 
this extraordinary increase of sales volume. 


Cost Reduction in Action 
Towards the end of December, Smith’s supplier, the local hardware 
merchant, told him that the next kits of parts would cost 10% more or 
$1.10 each. By now Smith had become intrigued with this side-line 
occupation of his and wanted to see it through to some reasonable success. 
He realized that a 10% increase in material costs would result in very 
small profits, if any. He conferred with his friend to work out the details 
of a machine that he thought would simplify the work. They succeeded 
in this and built a machine at the cost of $1,200 which they decided 
| should be depreciated in 10 years or at the rate of $10 per month. The 
| equipment so speeded up the work that Susie could assemble the kitchen 
gadgets in less than half the time, but they agreed to pay her 50 cents a 
piece. In brief, three cost changes have taken place: an increase for 
materials, a reduction of direct labour, and the addition of another fixed 
cost. With the same sales of 30 appliances in February, the new cost and 

profit relationship is this: 


Selling price per unit $ 3.00 
Selling cost per unit 50 
Available sales revenue per unit $ 2.50 
Direct mfg. cost 4 
Labour ....... wee $ .50 
Material 1.10 1.60 
Margin per unit z 90 
Total margin a $27.00 
Units sold 30 
Fixed expense 
Rent . $10 
Depreciation 10 20.00 
Profit $7.00 


Here is an example of the effect of savings in direct manufacturing 
cost. By the introduction of labour-saving equipment and the reduction 
of labour costs an increase in raw material cost has been offset. Further, 
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with no change of volume, the margin has been increased sufficiently to 
more than compensate for the increased fixed charge for the equipment. 


Marginal Income and Break-Even 

The last time we calculated a “break-even point” for this little busi- 
ness we found it was at a sales volume of 10 units or $30. Since then 
several changes have taken place which have an effect on that point: 
the margin per unit or “marginal income” was reduced by introducing 
a sales commission of 50 cents per unit, and by a 10% increase in raw 
materials; on the other hand, those were offset by a reduction of direct 
labour. The net result is a margin of $ .90 per unit. 

The remaining factor which has affected the break-even point is an 
increase in the fixed charges which must be paid out of the accumulated 
margin — the depreciation on the equipment that made the reduction of 
direct labour possible, an amount of $10 per month. The total fixed 
charges are now $20 per month. 

The “break-even point” may be determined directly without drawing 
charts or graphs. The marginal income per dollar in the present situation 
is $ .90 + $2.50 or 36 cents from every available sales revenue dollar. 
Break-even occurs at the point where accumulated marginal income is 
just sufficient to pay fixed charges, or in this case, $20 + 0.36 or approxi- 
mately $56 available sales income (or $67 gross sales). Beyond this 
break-even point 36% of the available sales revenue will be profit. 

Thus in our example, because there have been changes and develop- 
ments in the business, the break-even point has increased from $30 to $67 
of gross sales. The break-even point in many larger businesses has been 
altered even more radically due to changes in their cost and sales 
structures. 


The Effect of Increased Sales 


The same selling arrangements for the kitchen gadget were made 
with two other stores in the city The business increased to a volume 
of 100 units in the month of April. In brief, the results can be expressed 


thus: Marginal income per unit $ .90 
Number of units 100 

Total margin $ 90. 

Less: Fixed expenses 20. 

Profit $ 70. 


Or to apply the marginal income thinking, the sale of 100 units gives 
a net revenue of $250 which is $194 net sales in excess of the break-even 
point. 36% of the $194 or $70 is the profit. 

Thus, for this business with its own particular assortment of direct 
and indirect costs, an increase in volume had a remarkably good effect 
on profits. With other relative proportions of cost elements, the profit 
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effect could be different. No one can guess with any reasonable cer- 
tainty what profits may be unless they have analyzed and classified the 
elements of cost to determine their behavior. 

Profits Come From Sales 

Businesses, as we all know, are never static. Change is common and 
frequent. Guiding and planning at times is a complex process. The 
simpler we keep our thinking and our controls, the better chance we have 
of identifying and coping with changes as they occur. 

The business in which Susie worked is no exception. Smith found 
that their new machine was similar to most other pieces of equipment. 
It needed oiling and greasing and certain repairs. Logically, he arranged 
with their landlord, the garage-man, to keep an eye on the equipment, 
lubricate it and make necessary repairs. For this service Smith agreed 
to pay $20 per month — another overhead or fixed cost was added. 

Early in May, Susie announced that she was going to stay with her 
sister in a distant city for two weeks early in June. This required that 
Smith buy more kits than was necessary for the sales in May and that 
Susie start to build a stock of finished kitchen gadgets. The production 
for May was 150 units. 

But during May and June the sales dropped off to only 80 units in 
each of these two months. Consequently, Susie made 70 more units in 
May than were sold and she only had to make 10 on her return in June 
to match the sales demand. 

Here was a new situation involving inventories. Smith referred to 
his past business experience. He drew up a statement at the end of May 
and another at the end of June. These statements set side-by-side read 


as follows: May June 

Manufactured 150 10 
Sold 80 80 
Direct cost: 

Labour S 75. ee 

Material 165. $240. 11. $ 16. 
Factory overhead 

Rent 10. 10. 

Depreciation 10. 10. 

Repairs 20. 40. 20. 40. 
Cost of goods mfg. ....... $280. $ 56. 
Less: Inv. of 70 130. Add: Inv. 130. 
Cost of goods sold 150. 186. 
Available sales revenue . 200. 200. 


Profit $ 50. $ 14. 
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According to this the operations in May were much more profitable 
for Smith and his friend than those in June. But were they? Does a 
manufacturing business acquire a profit when it makes something or 
when it sells something? In Smith’s case the sales revenue was the same 
in each period, yet the profits were apparently $36 greater in the period 
when he was manufacturing to inventory. Why should this be so? 

Let us examine a little more closely what has happened in Smith's 
operating statement. He has transferred the cost of 70 units out of a 
total production of 150 units to his inventory. That is, he carried over 
7/15 of the direct cost, or $112, and 7/15 of the factory overhead, or $18. 
Now it is that $18 portion of fixed charges that has caused the difference 
between May profits and June profits. 

Fixed charges are a demand on a business before any profits are 
declared. However, in the conventional cost accounting method which 
Smith has used there is included only $22 out of the total “fixeds” of 
$40 in the cost of goods sold. It would appear, therefore, that he has 
overstated the profits for May by $18. Such a situation could be of real 
concern in a larger business where amounts are greater and a tax is being 
paid on the profits. 

In the fundamental thinking of basic cost accounting we would 
express the situation in this manner: 





May June 
Direct cost . 

Labour $ 75. $ 5. 
Material .. 16. 11. 
Total direct mfg. cost $240. $ 16. 
Less: Inv. of 70 units 112. Add: Inv. 112. 
Direct cost of goods sold 128. 128. 
Sales revenue . ar 200. 200. 
Marginal income ........ $ 72. $ 72. 

Less: Fixed charges 
eee piste, $10. 
Depreciation .... 10. 10. 
Repairs " 20. 40. 20. 40. 
| eS $. 32. $ 32. 


Thus, basic cost accounting brings the manufacturer back to the 
hard facts that the retailer has long acknowledged — that: 
(a) there isa margin between direct costs and sales revenue; 
(b) the first call on that margin is the payment of overhead or 
fixed costs; and 
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(c) one does not make a profit until sales have been made 
(and accounts have been collected). 


Individual Products Have Their Own Margins 

Our illustration of Susie and the assembly of kitchen gadgets has 
been a simplified — oversimplified, if you like — example of a manu- 
facturing business. In its essentials, however, these are the fundamentals 
that exist in the larger company. True, only the exceptional business 
has such a simple cost structure; yet all items of cost whether they be in 
manufacturing, selling or administration may be analyzed and treated 
similarly. 

Most manufacturing enterprises and practically all retail businesses 
have more than one product. Each individual product or product group 
has its own “margin”. For instance let us assume that in Susie’s business 
another product was introduced in which material is $6 and labour is $3 
with a selling price of $10 and that fixed charges have become $100. 

For this second product the margin per unit is $10 less $9 or $1. 
The “contribution to overhead and profit” as it is sometimes called, is 
10 cents from each dollar of sales income or a 10% marginal income. 

At a time when 100 units each of the original gadget (A) and of 
the new product (B) were sold we would have: 















Product A Product B 
Direct cost 100 x $1.60 $ 160. 100 x $ 9. $ 900. 
Sales income 100 x 2.50 250. 100 x 10. 1000. 
Margin $ 90. $100. 
Total margin $190. 
Less: Fixed charges 100. 
Profit $ 90. 
Graphically, the picture of this business would look like this: 
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(For direct measurement of profit, the scale on the left 
of this chart has been changed to indicate the application of 
marginal income in first paying off the fixed costs, and 
then contributing to profits.) 

In this illustration we not only see the total margin and the total 
profit for the business; additionally, we can observe the relative amounts 
and rates of contribution which each product provides for payment of 
fixed charges and development of profits. Information of this sort will 
assist management in the direction of the enterprise. For instance, the 
importance of total volume is not only re-emphasized; but the particular 
desirability of additional volume of product A is clearly pointed up. One 
would examine the possibility of increasing the slope of the marginal 
income line of product B by questioning selling prices, material and 
labour costs. Obviously, with or without such an analysis, fixed expenses 
would be looked into carefully because on reduction there is a straight 
addition to profit. By this type of analysis the perennial question of the 
merits or undesirability of the product “that helps carry some overhead” 
is answered accurately. 


Summary 

For purposes of illustration and initial understanding, we have been 
examining the results of certain changes in this simple little business. 
However, the value of such an approach does not lie in its ability to 
record the results of past events; rather, it can serve as a means of plan- 
ning and forecasting, and can help establish targets of performance and 
profit against which actual results may be compared and departures con- 
trolled. As the operations of the business become more complex the 
value of forecasting, analysis and control which basic costs provide, 
becomes more apparent. 

This control comes from fundamentals; it is truly basic. It is difficult 
to conceive any further simplification of cost and profit analysis. The 
accounting procedure is simple and fast; control reports are finished and 
available to management within a few days of the close of an accounting 
period. Any complexity in basic accounting arises at its inception. 
Detailed and careful analysis of all items of expense is required. Judgment 
and experience is called on in selecting from existing performance that 
which is to be used as the datum point for control of departures. 


The principles of basic cost accounting are not new in retail business. 
They are now gaining acceptance in the manufacturing world. Basic 
cost accounting is not a theoretical, impractical conception. It is in suc- 
cessful use in several companies to-day and its use is spreading rather 
quickly. It is a principal tool of examination and control by “profit- 
minded” management. 














Writings On Soviet Communism and 
How To Read Them 


W. B. Harvey 
Professor of Economic and Political Science 
University of Western Ontario 





After discussing the general influence of Communist doctrines on 
the writings in the field, Dr. Harvey comments on the individual 
merit of the more important writings, particularly noting the biases 
introduced by author background. 


2D peewee THE 32 years since the Communist revolution in Russia, 
and the 20 years since Stalin became the recognized leader of the 
Communist party, there has been a flood of writing on all phases of 
Soviet Communism. Most of this writing has been controversial, much 
of it bitter, and the controversy shows no sign of coming to an end. 

The reason the controversy continues is that the real difference of 
opinion relates to the tenets and practices of Communism itself. The 
U.S.S.R. is the leading Communist state. Conditions in Russia and the 
effectiveness of different government policies and programs are extolled 
by Communists and criticized by anti-Communists all over the world, not 
because the world is so much interested in the Russian standard of living, 
but because conditions in Russia are taken as evidence of the success or 
failure of Communist practices and therefore of the truth or falsity of 
the Communist creed. 


Since writings on the U.S.S.R. are essentially writings on Communism 
in practice, the first condition of understanding them is an understanding 
of Communism itself. 


The Theories and Doctrines of Communism 

The most basic of all writings on Communism is, of course, the 
Communist Manifesto. Written by Karl Marx and Friedrich Engels, 
and published just over 100 years ago (1848), this little pamphlet has 
been one of the most influential pieces of political writing in all history. 
Communists accept or “believe in” the doctrines expounded in this docu- 
ment with an intensity of conviction rarely found outside of crusading 
teligious sects. This alone would make discussion between Communists 
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and others difficult; but the difficulty is magnified because the two most 
fundamental tenets of Communism, the theory of the class struggle and 
the theory of economic interpretation of history, give to people who hold 
them a viewpoint so different from that of most of us that it is difficult 
for us to understand them, let alone agree with them. 


The Doctrine of the Class Struggle 
The class struggle is defined in the following passage: 
“The history of all hitherto existing society is the history 
of class struggles. 
Freeman and slave, patrician and plebeian, lord and 
serf, guild-master and journeyman, in a word, oppressor 
and oppressed, stood in constant opposition to one 
another, carried on an uninterrupted, now hidden, now 
open fight, a fight that each time ended, either in a 
revolutionary reconstitution of society at large, or in 
the common ruin of the contending classes.” 

People who accept that doctrine, as Communists do, will inevitably 
believe that practically all discussion of current problems that goes on in 
capitalist countries is either nonsensical or dishonest. The doctrine holds 
that there is no such thing as the general interest, but only class interests; 
that there is no use seeking solutions for problems that arise from the 
conflicts of group interests; that the only way to end such conflicts is to 
end the conflicting groups which is to be done by the “revolutionary 
reconstitution of society”. 


The Economic Interpretation of History 


Non-Communists discuss the various problems that confront us on 
the tacit assumption that by discussion solutions can be found, and when 
found can, by further discussion, be accepted by public opinion and put 
into effect by legislation. Communists “openly declare that their ends 
can be attained only by the forcible overthrow of all existing social condi- 
tions”.? Suggestions for reform are sneered at either as mistaken — since 
they hold (in direct contradiction to the experience of the century) that 
no worthwhile improvement of conditions is possible under capitalism— 
or as mere palliatives designed to prolong capitalism by making the lives 
of the workers tolerable and therefore postponing the revolution.’ 

Similarly, a whole host of questions, from the position of women 
to international relations, which most of us think of as separate problems 
—with economic implications, to be sure, hut yet capable of independent 


1 Loucks and Hoot, Comparative Economic Systems (Harper, 1948) p. 764. 

2“Communist Manifesto” quoted in Loucks and Hoot, p. 785. 

3 Incidentally, this pinning of their hopes on revolution, coupled with the fact that revolu- 
lutions have not occurred in capitalist countries except in periods of chaos, explains the 
Communist opposition to measures (such as the Marshall Plan) which are of obvious 
benefit to the workers of the countries being helped. 
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solution and therefore requiring separate study—are in Communist theory 
all bound up with the class struggle. The Communist revolution is thus 
not only the solution of the problem of worker-employer relations, but 
of all other problems. In the words of the Manifesto: 
“In proportion as the exploitation of one individual by 
another is put an end to, the exploitation of one nation 
by another will also be put an end to. In proportion 
as the antagonism between classes within the nation 
vanishes, the hostility of one nation to another will 
come to an end.’ 


This habit of interpreting everything in terms of economic class in- 
terests has the incidental effect of rendering the Communists practically 
immune to argument. 


Since the capitalist system, according to the Communists, is essen- 
tially a class society, a society controlled by the capitalist class, they argue 
that all the means of influencing public opinion in capitalist countries 
are controlled by the capitalist class with the objective of maintaining 
the capitalist system; that the schools and universities in capitalist coun- 
tries — along with the press, the radio, the theatre and the church — are 
all part of a capitalist propaganda machine; that teachers in schools and 
universities are the paid and dishonest defenders of capitalism. 


The effect of this belief on Communists is unmistakable. Since they 
suspect everything that is at all critical of Communism or of anything 
about the Stalin regime, they will not even read the critical material. 
This no doubt accounts for the refusal of so many Communists to admit 
facts about the Soviet system which even strong supporters of the system 
have now come to admit; for instance, that the regime is a dictatorship. 

But the difficulty is not only that Communists distrust what their 
opponents say; there is also the point that the Communist view of 
morality is such as to make all their writings suspect. 


The Moral Standards of Communism 

Communists believe in the theory of the class struggle, or as they 
sometimes call it, the class war. Their avowed purpose is to overthrow 
capitalist society; the only method they think will be successful is violent 
revolution. They therefore adopt the morality of war — anything is 
justified if it will contribute to the victory of the working class. 


Not only civil war when the moment is ripe, but anything, including 
murder, is justified at any time if it aids the workers in class struggle.° 





4 Loucks and Hoot, p. 776. 
5 See Out of the Night by Jan Valtin (Alliance, 1941) for accounts of the activities of Soviet 
agents, police and others in various countries. The author served a term in San Quentin 
penitentiary for “assault with a deadly weapon”—according to his story, really an attempt 
to kill a so-called traitor to the working class on orders from the Kremlin. 
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By the same token, what reason is there for sticking to facts if it 
seems that falsehood will serve the purposes of the class war better ?° 


This curious moral standard explains what has puzzled some 
observers about the lack of concern that Communists show over the dis- 
appearance of freedom and democracy in Russia. Thus W. H. Chamber- 
lin writes: 


“The problem of whether a rational and humane social order can 
some day, as if by magic, develop out of a regime of terrorism and 
espionage seems to cause the average Communist as little concern as the 
mediaeval inquisitor felt when he handed over a new batch of heretics 
to the secular arm to be burned... .”’” 


Chamberlin writes from the point of view of a non-Communist; 
that is to say, he thinks of liberty and democracy as blessings that have 
been won after centuries of struggle and sacrifice and which can be lost 
—as in fact they have often been lost — by any people that does not 
exercise that eternal vigilance which we consider the price of liberty. 
Communists consider liberty and democracy “bourgeois ideals”, ideas 
which are part of capitalist society in the same way that the leaves are 
part of a cabbage. 


Of course they think democracy and liberty will reappear in Com- 
munism once they have got rid of reactionary elements and educated a 
new generation. But the point is that they believe that whether a given 
society has liberty and democracy or not depends on the form of eco- 
nomic organization. In other words, they believe that liberty and 
democracy are not things to be fought for, defended with our lives, but 
just leaves on the cabbage. The only thing to fight for — and they 
insist that it must be fought for — is the Communist form of economic 
organization; everything else will conform to that. Uproot the capitalist 
cabbage, plant the Communist pineapple, and we are on our way to the 
millennium. With this end in view, it does not matter how many lives 
are sacrificed, or what depths of dishonesty, immorality, treachery or 


6 As a matter of fact, the Communist morality is somewhat different from, and in the writer's 
opinion, more dangerous than the morality of war. The economic interpretation of history 
teaches that the mode of production and distribution of wealth determines all the other 
features of society—political, moral and everything else. On the basis of this philosophy, 
morals being determined by the prevailing economic system, there is literally no sense in 
talking about morality. Communists say that prevailing morality in capitalist society is 
just the ideas that the capitalists want the people to have to make them better tools for 
capitalists—the morality suited to capitalism. They believe that after the Communist revo- 
lution, a new morality will appear suitable to Communist society—and that it will be 
determined by the new (Communist) economic system regardless of the manner in which 
Communist society is reached. Most students of the history of morals believe that morality 
has to be built up over long periods of effort, that it does not arise spontaneously from 
any economic system, and that once moral standards are allowed to fall—ignored in prac- 
tice and despised in theory as they are by the Communists—it is very difficult to regain 
lost ground. 

7 Russia’s Iron Age (Little, Brown, 1934), pp. 25-6. 
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treason are reached in the process. In short, to the Communist, morality 
literally does not matter. 


The Importance of Author Viewpoint 


Since the subject matter is so bitterly controversial and involves such 
widely different viewpoints on history, politics and morality, the first 
thing to be considered in reading about Communism or the Soviet Union 
is: From what viewpoint does the writer write? Is he a Communist or 
not? If not, is he anti-Communist or neutral? If he claims to be neutral 
or objective, the question is: Is he really neutral, or is this attitude just 
a pose or a pretense in order to secure acceptance of his propaganda? 


Objective or Neutral Writings 


Non-Communist Textbooks 


In spite of a tendency in some circles to deride textbooks, it is the 
author’s feeling that the most nearly neutral and objective writing on the 
subject is to be found in non-Communist textbooks. Such books as Loucks 
and Hoot, Comparative Economic Systems, and Sikes, Contemporary 
Economic Systems, as well as various books on comparative government 
would come in this class. Textbooks are usually written by people who 
have studied the subject and who have been trained to be intellectually 
honest. They are also usually checked over before publication by other 
authorities and are rather carefully edited. This means that errors in 
matters of plain fact are usually screened out. Personal opinions, how- 
ever, remain and it must be admitted that some of these show naivete to 
the point of childishness.* 


Impartial Visitors to Russia 


Another class of writing that is likely to be objective is the writing 
of people who are not primarily interested in economics and politics 
(and therefore not likely to hold impassioned views), but who have 
visited the Soviet Union for some other reason than to study Communism 
(or find evidence in support of a preconceived idea of what Communism 
is, which is what many visitors to Russia do). 


Typical of this kind of writing are the observations of Miss Cora 
Hind, who was at one time Agricultural Editor of The Winnipeg Free 


8A good example is the statement in Loucks and Hoot (p. 616) to the effect that “it is 
almost meaningless to say that the Soviet system is undemocratic or that Stalin and his 
immediate aides are remaining in power undemocratically.””. How senseless that opinion is 
can be seen from a statement made a few paragraphs further on to the effect that “The 
essence of the situation is that, aside from a revolution, there is no means whereby the 
existing government can be replaced. . . .” 
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Press.? Miss Hind went to the Soviet Union for the express purpose of 
determining whether or not Russia would again become an important 
competitor for world markets in wheat after World War I. During her 
stay she visited the State farms, the collectives, the research and experi- 
mental stations, and made observations on their operations. In the course 
of her study she observed other things, of course, besides agriculture, and 
made her comments on them. These were very enlightening and, appar- 
ently, thoroughly impartial. The amusing thing is that she was unable 
to discover the answer to the problem which she went to study. This in 
itself throws some light on certain aspects of the Soviet economy. In 
studying the State farms, and agriculture generally, she was attempting 
to determine something of their costs. She discovered that this was 
impossible because the Russians themselves did not know; largely because 
on the State farms, costs of research and experimentation had been 
lumped with those of production so far as the bookkeeping was con- 
cerned. Consequently, the Russians had no clear picture of production 
costs. 

Another book in this class is one written by John Fischer who went 
over as U.N.R.A. representative to the Ukraine after the Second World 
War. His book is entitled Why They Behave Like Russians and contains 
his observations on conditions there. 


Pro-Communist Writings 


The next category consists of those books which are largely pro- 
Russian in one way or another, and favorable to some aspects of Soviet 
life. This section will be divided into several sub-sections. 


Writers Who Like the Russian People 

The first sub-section contains works by men who like the Russian 
people. Typical of this group is Semuel Harper whose Making 
Bolsheviks '° is outstanding among his pro-Russian writings. Sir Bernard 
Pares has written several books, one of which is Russia and the Peace." 
Maurice Hindus is also in this category. 

Harper and Pares visited Russia while they were still very young. 
Harper was the son of William Rainey Harper, the first President of the 


9 Seeing for Myself (Toronto, Macmillan, 1937) This book brings out another important 
consideration in reading writings on Communism—the date. Miss Hind visited Russia in 
1935 before the party line was so rigidly drawn and so strictly enforced as it later came 
to be. 

Readers with a farm background will find especially interesting the account of Miss 
Hind's visit to Dr. Vavilov, the world-renowned head of the great plant breeding institute 
at Leningrad. Dr. Vavilov told Miss Hind of his latest discoveries and gave her three 
heads of a newly discovered variety of wheat. The impression one gets is that of a scientist 
carrying on research with no interference from politicians, with freedom to travel (he had 
visited many countries including Canada)—and with ample funds at his disposal—(his 
Institute had 2,000 employees including 700 trained scientists). 

Such a visit is unthinkable in present-day Russia—likewise such a scientist. Dr. Vav- 
ilov was later liquidated for refusing to conform to the party line in genetics. 

10 Univ. of Chicago Press 1931. 

11 Macmillan 1944. 
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University of Chicago, who sent his son to study Russia about the end 
of the 19th century because he felt that, no matter what form of govern- 
ment Russia adopted, she would play an important part in world events. 
Harper spent many years there studying the people, the institutions, the 
history and the background, and came to be very fond of the Russian 
people. Consequently, his writings are favorably biased; but he was a 
trained observer and a careful writer, and his writings can be considered 
fairly reliable. Pares had a somewhat similar life story and was likewise 
favorably impressed with the Russian people. 

Hindus was a bit different because he was a Russian to begin with. 
Though he left his homeland at the age of ten, he was able to return, 
revisit the villages he had known in his youth and make observations. 
Many illuminating things can be found in his volumes — Red Bread," 
The Great Offensive,’> Humanity Uprooted,’* and others. He was well 
acquainted with the life of the peasants and his works are very revealing 
for this fact. One incident which he relates is an interview with a member 
of a collective farm who was definitely displeased with conditions. When 
asked by Hindus why he was not satisfied with life on a collective farm, 
the chap replied, “One must always work on the collective farm no matter 
what the season. On my own little plot it is true I worked hard in the 
summer, but in the winter I had only to lie on top of the stove and spit 
at the ceiling.” 

Supporters of Socialism 

The next sub-section of this class is composed of the writings of 
socialists—those who believe that a capitalist system is far from desirable 
and who feel that a collectivized system is superior. People with this 
viewpoint will tend to be favorably disposed to at least one aspect of 
Soviet policy — collectivization. The leading name in this category is 
undoubtedly that of the late Sidney Webb, Lord Passfield. Webb does 
not pose as an expert in this field; in fact, in his preface he states that 
he hopes his readers will consider this volume.“‘an extra” and not class 
it with his other works. Nevertheless Webb wrote a two-volume work 
called Soviet Communism - A New Civilization? '° which is on the whole 
quite favorable to the Russian regime. 

This is another case in which the date is important. .Webb’s book 
was written early in the 1930's, before the later developments could have 
been foreseen. The weakness of Webb’s book lies in that it treats almost 
exclusively of written laws, and ignores the operation of them. 


Anti-Communist Writings 
Ex-Communists 
Another class of writings is that of ex-Communists. I would put 


12 Jonathan Cape 1931. 
13 Harrison Smith 1933. 
14 Jonathan Cape 1929. 
15 Scribner's 1936. 
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first a book by Victor Kravchenko entitled I Chose Freedom,'® and, 
somewhat parallel to it, a book by Igor Gouzenko, This Was My Choice."’ 
These books are the most damning indictments of the Soviet regime to 
be found anywhere by men who at one time occupied high positions in 
the Soviet regime, but who left or escaped. They are very convincing 
because there is no evidence that their authors were motivated by any 
desire for personal gain, and the conditions under which they left the 
Soviet regime were not such as would indicate that they were bribed. 
In both cases the authors were forced to escape, and were for many days 
in danger of discovery by the Soviet secret police which operates in the 
United States, Canada, and other countries. Naturally these writers are 
hostile to Stalin, but I do not see why that gives us reason to doubt the 
truth of their writings since in each case the writer was originally a con- 
firmed Communist, and it was his experiences under the Soviet regime 
which completely changed his attitude. 

It should be pointed out, however, that, having a Russian back- 
ground, Kravchenko and Gouzenko may be unwilling to make allow- 
ances for the differences between Russia and capitalistic countries, 
especially for the fact that when the first five year plan was launched, 
it was estimated that the standard of living in the United States was 21/4 
times as high as that of the U.S.S.R. 


Correspondents Who Have Lived in Russia 

The next classification of anti-Communist writings contains those 
written by correspondents who spent several years in Russia. Outstanding 
among these are W. H. Chamberlin and Louis Fischer. Both these writers 
started out by being rather sympathetic to the Soviet regime because they 
felt that a sincere effort was being made to raise the general standards 
of the country with regard to education, sanitation, and general living 
conditions. They approved many of the policies and actions, which we 
would consider undemocratic or even ruthless, on the grounds that they 
were necessary to achieve this improvement of living conditions. 
Chamberlin, however, lost his enthusiasm during the time of the collec- 
tivization, especially of the Ukraine, with its accompanying cruelties. 
Fischer lost his confidence in the regime as a result of the purges which 
took place in the 1930's. It is my opinion that these men give the best 
interpretation of the Soviet system. Chamberlin’s books Collectivism— 
A False Utopia '* and Russia’s Iron Age are his latest, reflecting his 
altered attitude. Fischer’s book is entitled Men and Politics 7°; its account 
of the trials and purges of the 1930’s seems to be a reasonable explanation 





16 Garden City 1947. 
17 Dent 1940. 

18 Macmillan 1938. 

19 Little, Brown 1934. 
20 Duell 1941. 
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of these puzzling events. Incidentally, Fischer’s explanation is in sub- 
stantial accord with that given later by Kravchenko. 


Foreign Workers Who Have Lived in Russia 

Another class of anti-Russian writing is that of foreign workers who 
have gone to live in Russia in the hope that it could be built into a Com- 
munist utopia. Two of these are The Dream We Lost *' by Freda Utley, 
and I Was A Soviet Worker ?? by Andrew Smith. These books recount 
the personal experiences of these people working in industry and give 
an insight into the administration in general. They are both decidedly 
unfavorable to the Soviet system; I have not seen any reports by foreign 
workers which were not unfavorable to it. 
Propagandist Writings 

This brings us to writings by Communists. These will naturally be 
propagandist in tone, but differ widely in quality. I think the best of 
them are the books by F. L. Schuman and Walter Duranty. Schuman, a 
professor of Politics at Williams College, is a great reader and worker, 
and undeniably very clever. His chief books are Soviet Politics at Home 
and Abroad,” and International Politics. Walter Duranty is a reporter 
who has lived in Russia many years and is one of the few such reporters 
who still support the Stalin regime. Duranty’s two principal books are 
U.S.S.R.?° and Stalin And Company.” Another book in this same category 
is Anna Louise Strong's The Soviets Expected It.?” Mrs. Strong was 
recently expelled from Soviet Russia as a spy and it will be interesting 
to note her latest reactions. She was a leading propagandist for the 
Russian regime. 


The Poorest of These Writings 

We come finally to books which I consider so low grade as to be 
not worth reading. I mention them merely to show how widespread 
Communist propaganda has become. Consider first a book by E. H. Carr 
called The Soviet Impact on the Western World.** Though only a slim 
volume, it is pure propaganda. Carr starts by attempting to prove that 
Societ Communism is in truth democracy, and tries to back this up by 
evolving a new concept of democracy; namely, totalitarian democracy. 
He bases his concept on Rousseau’s principle of the General Will, saying 
that no matter how this will is expressed, even by a dictator, it is democ- 
racy. This, of course, is sophistry of the most reprehensible kind. The 
word “democracy” has had a fairly clear, if not a very precise meaning, 





21 John Day 1940. 
22 Robert Hale 1937. 

23 Knopf 1946. 

24 McGraw Hill 1933 and later. 
25 Lippincott 1944. 
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for over 2,000 years; and probably there is no better short way of express- 
ing its meaning than by saying it is the opposite of the government of 
the Soviet Union in every respect. 

Another of these propaganda books disguised as a serious study is 
Erich Roll’s History of Economic Thought,” which tries to prove that 
all economic theory prior to Marx is wrong and that all since is irrelevant. 
He even attempts to defend both of Marx’s inconsistent theories of value. 
Another book entitled Man Against Myth *° is even more blatant propa- 
ganda and contains a lot of downright foolishness.*' 


Soviet Government Publications 


In the same class with these latter should be placed the official 
publications of the Soviet Union. This statement requires a little com- 
ment because we are accustomed to government reports which are 
reliable, and a great many students quote Soviet government reports as 
if they had the same degree of reliability as those issued by the capitalistic 
countries of the world. This is not true. The publications of the Soviet 
government are pure propaganda. A recent example is a report issued 
by the Soviet Embassy in Washington, which contains an account of 
developments in the Baltic States subsequent to the Second World War. 
This account was completely manufactured and bore no resemblance to 
the facts as observed by people who were on the spot at the time. 


Evidence of the unreliability of official Soviet statements can be 
drawn from various remarks by one of the leading defenders of the 
Stalin regime, Walter Duranty. He says, discussing Beria, (Stalin and Co., 
p. 184), “Official Soviet records say he was the son of a poor peasant 
family which hardly tallies with the fact that he graduated at twenty.” 


How to Read These Writings 


In the face of this diversity of opinion, what are we to believe? 
Probably the safest course is to begin with the proposition which holds 
generally in controversies, that neither side is to be relied upon entirely 

Naturally writers that you have good reason to believe are neutral, 
in the sense of not trying to make out a general case for or against the 
Soviet regime, are most worthy of belief, provided they themselves have 
not been taken in by the propaganda of one side or the other. 


Most of the writing however, is not neutral, and it is usually quite 
easy to see on which side the writer stands even when he professes to be 


29 Prentice-Hall 1942 and later. 

30 By Barrows Dunham (Little, Brown) 1947. 
31 For example: 

“Bruno was burned and Galileo was threatened, not because they said true things about 
the world, but because the saying of true things about the world was incompatible with 
the lordship of aristocrats.” 

4 . although it might be indifferent to an aristocrat whether the earth was flat or 
not, it was extremely important to him that his enemy, the merchant, should not know 
it to be round and thereupon seek out the riches of global trade.” 
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objective. With this special pleading, the logical method would seem 
to be to apply the rules that judges follow in trying to arrive at truth in 
lawsuits in which the facts are in dispute. Witnesses give contradictory 
versions of the same events but they do not as a rule contradict each 
other in every point. Witnesses for the defense often admit some things 
favorable to the plaintiff, the plaintiffs’ witnesses often make admissions 
favorable to the defense. The court not only notes these admissions but 
usually regards them as being true while discounting much of the rest 
of the testimony. 

Another consideration is the degree to which the stories of the wit- 
nesses agree on matters of detail — even on matters that are not really 
vital to the case, such as dates. If the witnesses for one side can be 
shown to contradict each other, their reliability is marked down. How- 
ever, a certain amount of disagreement is to be expected because of the 
weakness of the human memory. Hence, complete agreement by every 
witness on every detail is suspect; it is an evidence of “coaching” by the 
lawyers. And when a large number of witnesses agree in making a 
statement which can be proved to be false, the whole of the evidence 
given by those witnesses must be suspect. 

This is one of the chief reasons for the author’s belief that the 
treason trials of the thirties were a “frame-up”. The witnesses, and 
especially the confessions, agreed altogether too well. They agreed that 
one of their number had visited Trotzky in Oslo by plane on a definite 
date. When it was later established that no such plane had landed in 
Oslo that month, the conclusion seemed inescapable that that part of the 
story at least had been concocted and that the different people who testi- 
fied had been told what to say.*2 An even worse case was that of an 
earlier trial in which the defendants were charged with piotting to over- 
throw Stalin and set up a government under a man who had been dead 
some years; these points were brought out by Fischer and Chamberlin 
in books that came out before Duranty, Strong and Schuman wrote their 
defenses of the Soviet regime. It is hard to believe that the latter did 
not know of these points, but they do not mention them — an indication 
that they are not objective students, but advocates. 

It seems logical that the people most likely to be both disinterested 
and in a position to know the facts are the reporters who lived long in 
Russia and who did not have any preconceived ideas about Socialism, 
Communism, etc., but whose opinions were formed by observation of the 
workings of the system. The most important of these seem to be Fischer, 
Chamberlin and Duranty. They all began with a favorable attitude 
toward the Soviet regime; Chamberlin changed his mind as a result of 
the cruelties of the collectivization; Fischer as a result of his observation 
of the purges; Duranty remains a supporter of Stalin. 


32 Bukharin (and on one or two points Yogoda) did not agree with the other witnesses on 
all points. See Fitzroy Maclean, Eastern Approaches; London, Jonathan Cape 1949. 
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Concluding Remarks 


Let us conclude by examining a few of the matters about which the 
controversy is keenest. 


U.S.S.R. — Dictatorship or Democracy ? 


On the question of dictatorship, it is probably correct to say that 
only the Soviet government and the strictest adherents to the party line 
now argue that the government is a democracy. Duranty says “Stalin’s 
‘dictatorship’ was fostered and facilitated by war’.*? Duranty gives 
further evidence that there is not even democracy within the Communist 
party in his statement (p. 85) that “two thirds of the leading Communists 
in Russia were removed from public life.” If there had been any democ- 
racy left in the Communist party it would not have been necessary for 
two-thirds of the leading Communists to resort to a “plot” against Stalin; 
they could have voted him out. 

Critics go much further and say that the Soviet government is a 
tyranny because it is a government which through its secret police arrests 
and executes people without trial (See Kravchenko, Fischer, Chamberlin 
and many others). Schuman denies this charge but all his defense does 
is to describe the court system. He does not meet the charge that the 
police operate entirely outside the law and the courts. In fact, in another 
passage (p. 219), he admits the charge “during the earlier years”. There 
are well authenticated cases of not only extra-legal but illegal activity 
of Soviet secret police outside the boundaries of the Soviet Union. Two 
such cases in which the facts cannot be disputed are those of Gouzenko, 
whose story is familiar to most Canadian readers, and of Ignatz Reiss 
who was murdered by Soviet agents in Switzerland.* 

If the Soviet police carry on in this way in foreign countries where 
of course they are in danger of being convicted of violating the law of 
the land, why should anybody doubt that they operate in the same way 
at home whenever their commanders feel that such action suits their 
purposes better than procedure through the ordinary courts? 


The fact that at the great trials only those who confessed were 
brought to court is not only suspicious in itself but is rendered all the 
more suspect by the fact that others, accused by the defendants in their 
confessions, were not brought into court but just disappeared. 

Since democracy means a government responsive to public opinion, 
Duranty tries to prove that Stalin has been influenced by public opinion. 
He cites two cases: the “Dizziness from Success” article and the stop- 
ping of the purges. Everything he says shows that in both cases it was 
because the policy being followed was clearly leading to disaster that it 
was changed, not because it was against public opinion. Public opinion 





33 Stalin and Company, p. 258. 
34 See Louis Fischer, Men and Politics, Chapter 30, and the references there cited. 
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did not make a complete about-face and become favorable to collectiviza- 
tion the next year; there was, in fact, no change in policy, only a pause 
and a slowing up of the rate of collectivization. Collectivization was 
continued in spite of public opinion. Similarly with regard to the purge; 
it was stopped because it was wrecking industry. Since these examples 
are all that Duranty can produce in the way of evidence that public 
opinion affects policy, it may be concluded that it has no effect at all. 


The Why of Collectivization 

On the subject of collectivization, Schuman says: 

“The easiest means of increasing the food supply would 
have been to encourage the middle and poor peasants 
to become kulaks and to foster larger production by 
the kulaks through higher prices for grain, subsidies 
for increased output, and tax differentials in favor of 
the larger producers. 

“The political necessity which dictated a_ policy 
diametrically (and dialectically) opposed to that 
suggested arose from the fact that any such policy 
would have established a large and growing class of 
prosperous “capitalist” farmers, producing for profit, 
owning their own farms in fact if not in form, and 
inevitably serving as the nucleus of a new bourgeoisie. 

. Opposition took the initial form of slaughtering 
their cattle and horses in preference to having them 
collectivized. 

. was a grievous blow to Soviet agriculture. . . . 

“Soviet rural economy had not recovered from this 
staggering loss by 1941. 

“Large numbers (again unspecified) were deported to 
labor camps where some died of malnutrition and 
others were rehabilitated into useful citizens. The 
human cost of “class war in villages” was horrible and 
heavy. The Party appeared less disturbed by dead 
kulaks than by dead cows.” » 

And Duranty says, “It would clearly be easier and more generally accept- 
able to follow the Rightist policy of creating a strong system of individual 
farming.” (U.S.S.R. p. 151-2). 

In short they admit that the collectivization involved much suffering 
and death; that it was not the best way to meet the immediate food crisis, 
and that it gave livestock production a blow from which it had not 
recovered by 1941. Why then do they support the regime in this matter 
and consider the collectivization a success? This question can best be 





35 Soviet Politics At Home and Abroad, pp. 214, 217, 219. 
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answered from a study of Duranty’s book, and the answer also indicates 
why such writers as Schuman and Duranty continue to support the 
regime. 

In justifying the collectivization Duranty says, “The Communists 
had seized the peasant bull . . . they had to throw it and hogtie it . . . 
or be defeated.” These three words are the key. The meaning of the 
paragraph as a whole is that once the Communists had started to collec- 
tivize, they had to continue collectivization or to give up their economic 
objective; and to Duranty, collectivization is such a desirable goal that 
everything essential to it becomes “necessary”. 

Summing Up 

To sum up: The controversy over the Soviet Union is part of the 
larger controversy over Communism. The basic classification of writ- 
ings is into Communist and non-Communist. The explanation of the 
continued support of the regime by writers like Schuman and Duranty 
is that they are so convinced of the desirability of a collectivist state that 
they defend anything that seems calculated to achieve that state. 
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Mr. Morrow looks at each of British Columbia’s more important 
industries, and finds continuing change the predominant note. 
While the export picture is far from clear, he points to strong 
forces within the province which should stimulate rapid expansion. 


N JUNE, 1949, the Province of British Columbia was deprived of her 
perennial fifty-year-old complaint when the Board of Railway Com- 
missioners cancelled the railway mountain freight rate differential. Now, 
west coast denizens enjoy the same rate structure as the rest of the popula- 
tion and are experiencing, without discrimination, the delights of general 
freight increases. Justice has been done — it is one of the bright spots 
in current B. C. economics. 

There are other bright spots, but there are also shady patches. For a 
country of primary production, which has always exported vast surpluses 
to sterling area markets, the past year has been difficult and the full 
effects of the recent devaluation of the pound sterling have still to be 
assessed. 


How Developments in Alberta Are Affecting B. C. 


Magic words in Western Canada these days are “oil” and “gas”, 
and doubtless your correspondent in Alberta will ring all the changes 
on the fantastic story being written in that well-favoured province. Why 
should British Columbians use ink, paper, and effort to extol the virtues 
of another province? Our mundane task is to write of lumber, plywood, 
pulp, base metals, fish, and fruit. 

Nevertheless, even a resident of Vancouver cannot remain sourly 
unmoved by events east of the Rockies because their repercussions will 
eventually be felt sharply in British Columbia in the form of an expanded 
population, increased industry, and quickened exports. Two important 
characteristics of British Columbia tie her into the current developments 
in Alberta. For one thing, the B. C. western boundary is on tide water, 
which provides economical handling and shipping of bulk cargoes. Crude 
oil, if present indications are fulfilled, may well become a bulk item 
of world export, making feasible a pipe line from Edmonton to a west 
coast port. 
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The healthful climate of the Pacific rim, together with an abundance 
of cheaply generated power, is hastening an expansion of population and 
industry which is making the coastal province more and more the indus- 
trialized section of Western Canada. Increasing primary production in 
Alberta will help to hasten the development of secondary and export 
activities on the Pacific Coast. Imagination even sees the day when oil 
company magnates will live in Victoria or Vancouver and commute by 
air to their duties in Calgary or Edmonton. And this does not take into 
account the increasing probability that oil will be discovered west, as 
well as east, of the Rockies. Announcement has recently been made of 
exploration plans to be carried out in the Queen Charlotte Islands by a 
large oil company. 

New Trends in B. C.’s Forest Industry 

The forests of British Columbia, once synonymous with “lumber” 
in all its dimensions, must now be thought of also in terms of plywood, 
pulp, paper, synthetics, and chemicals. For a long time to come, lumber 
sales will account for the greater share of our forest industry income—in 
1948 this income exceeded three hundred million dollars. The forestry 
industry, however, is moving into a new phase that will substantially 
increase the earnings of the industry as a whole, but will gradually shift 
the emphasis of income-importance from “lumber” as we have known 
it to extended manufacturing of wood products. Already skill and initia- 
tive have created thriving plywood factories where our soft woods are 
being processed into hardnesses and combinations of astounding beauty. 
It is a long cry from a half-century ago when west-coast lumber meant 
almost 100 per cent massive Douglas Fir to today’s output of mixed 
species. Sheer enterprise and “know-how” have promoted the once 
despised western hemlock into a first-class construction wood with sub- 
stantial export demand. Furniture factories have been numerous and 
successful. The red cedar shingle industry, with a present annual output 
of $25,000,000, largely exported, is reported to have been in existence 
before.the arrival of the white man. 


Pulp and paper mills, as would be expected, have long been estab- 
lished in British Columbia, and among them is numbered one of the 
largest newsprint mills on the continent. Until quite recently, however, 
the number of mills producing pulp and paper products have been few 
in number, probably for two basic reasons. In the first place, the market 
demand for B. C. produced pulp and paper has not warranted expansion 
and the off shore demand for lumber has been so great as to discourage 
thoughts of processing beyond the elemental stages of the saw and planer 
mill. 

The past three years, however, have witnessed a sharply increased 
interest in the potentialities of wood pulp production in B.C., and new 
capital to the tune of well over $100 million is currently going to the 
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erection of new mills and extensions. They are all large undertakings 
and, with one or two notable exceptions, they are ancillary to large, well- 
established, old-style lumbering operations. The relationship is not 
accidental. Growing pressures of public opinion and of sound forestry 
practices are gradually forcing sustained yield techniques of logging in 
the interests of conservation. Without going into detail, it can be stated 
that sustained yield operations contribute to the economy of the province 
and of the industry as a whole, but they involve immediately increased 
logging costs which can only be offset by improved utilization of the 
trees that are cut and by the production economies of exceedingly ex- 
pensive new-type equipment. This means that the increasing pressure 
of new competitive practices tends to favour the largely capitalized enter- 
prise which alone can afford to install cost-saving machines such as the 
hydraulic barker; which alone can put into its timber limits the roads, 
equipment and withholding methods required for proper conservation; 
which alone can expand into the subsidiary operations needed for com- 
plete utilization of available woods. Pulp, paper, and plywood activities 
are but the first of many new chemical and physical processes making 
their appearance as a contribution to better utilization of all the trees, 
large and small, now being cut in our forests. Tree tops, sawdust, and 
even bark, all of which a few years ago were considered dangerous fire- 
provoking waste, are today processed into useful products. 


This trend toward big-scale operation has recently received impetus 
from the dollar shortages in Great Britain and other countries. As it 
becomes increasingly difficult to sell lumber abroad, competition in the 
home market is enforcing the economies of waste utilization and mass 
operation. The devaluation of the pound has served to accelerate a trend 
that has been in the making over the past several years. 

Just how hard the “dollar” crisis in Great Britain will bear on the 
immediate position of the lumber industry in B. C. is difficult to say. 
Until almost the last quarter of 1949 the picture was very disturbing and 
production had been considerably restricted. An improved situation, 
however, has latterly been brought about by a sharp recovery in the U.S. 
lumber market and by the allocation of E.C.A. dollars with which the 
United Kingdom may purchase some Canadian lumber. This is helping 
temporarily at least to tide over present difficulties. 


Prospects Are Mixed for the Fishing Industry 

Change has also been the lot of the fishing industry, traditionally 
identified with its outstanding product, canned salmon; though heavy 
takes are made every year of halibut, herring, cod, and a variety of other 
fish, including shellfish. The history of the industry has been peculiar 
and somewhat checkered. Processed products contribute very largely 
to the ultimate annual returns of the fisheries and, until recent years, 
canned salmon was the backbone of the undertaking. A combination of 
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short salmon catches and depression prices told heavily against the indus- 
try and for many years prior to World War II forced a downward trend 
in anoval values. In 1940, the total catch of salmon and other species 
sold, fresh and processed, brought a revenue of 21 million dollars. In 
1948, the take netted about 70 million dollars and, while much of the 
increase was due to a much higher level of prices, new products con- 
tributed substantially to the result. Fish oils are something more or less 
new in the way of processed products; cod liver and haliver oils are known 
and expected but, today, other varieties of fish provide rich sources of 
oil; they include dogfish and sharks, previously rated as worse than use- 
less. Tuna is another novelty in the B. C. fishing picture and adds 
materially to the year’s take. Renewed interest in whaling promises 
another profitable field of operation. 


Unfortunately, the traditional canning activities of the fishing indus- 
try depend heavily upon export consumption in countries experiencing 
dollar difficulties. Great Britain, particularly, has always been an 
important market for the good quality salmon pack, while the cheaper 
pack of low quality fish has gone substantially to oriental markets. 
Difficulty has been experienced latterly in disposing of the annual salmon 
pack, particularly as a result of the complete closing off of the United 
Kingdom market. This difficulty has been increased because, during 
the war years, when the entire pack was shipped overseas under war 
emergency regulation, the very substantial pre-war home market was left 
unsupplied. Belated action is now being taken by the salmon packing 
interests to rebuild and expand what was always a valuable home market 
for their wares. Some success is attending these efforts so that the future 
for the salmon-canning industry is not quite so black as it appeared some 
months ago. The recent order negotiated between London and Ottawa, 
whereby some 400,000 cases of salmon are this year to be shipped to 
Great Britain against E. R. P. dollars, has provided a welcome relief from 
a somewhat tight situation and a breathing spell for aggressive mer- 
chandising to find new markets at home and abroad. 


A Shrinking Market for B. C. Apples 

The story of fruit is complicated, if one attempts to follow the 
ramifications of all soft and small fruits grown in British Columbia and 
sold in Canada. The outside world, however, thinks of British Columbia 
fruit in terms of apples grown in the Okanagan Valley. ‘These apples 
are processed and sold by one of the world’s outstanding producer co- 
operatives. The apple industry has, through the years, been inured to 
hard circumstances, so perhaps it was not surprising that the co-opera- 
tives were able to take in their stride the complete loss of the British 
market caused by the dollar shortage. It was a market which annually 
absorbed over two million boxes of B. C. apples and the loss of such 
an outlet cannot be overestimated. Only superb skill in co-operative 
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teamwork, in maintaining qualities, in finding alternative markets, and 
in promoting new processed items has enabled the industry to weather 
the past three years in comfort. At the present moment, word has it 
that this year’s crop is running into record proportions and will total 
approximately 9 million boxes. Despite exceedingly helpfui government 
and Marshall Plan shipments to the United Kingdom — the first in two 
years — the officers of B. C. Tree Fruits Limited will find this season's 
marketing problem as stiff as any they have ever faced. 

This is not the place to attempt the fascinating story of varieties 
constantly altered to meet changing consumer taste, of skilful production 
controls, of sprays that retard maturity dates to reduce costs of handling, 
of possibilities of new type trees which will contribute toward reduced 
production costs. As in the case of the forest and fishing industries, 
change has become the keynote of the apple industry also. 


Agricultural Promise Depends on Transportation 

British Columbia is an importer of grains, meat, and some dairy 
products which she obtains from the Prairies in exchange for her fruits, 
fish, lumber, etc. Nevertheless, the western province is dependent upon 
export markets for the sale of critical quantities of her egg production. 
So, even the provincial poultry industry, which leads Canada with an 
approximate annual value of $15,000,000, is to some extent affected by 
the universal dollar disease. Outside of poultry production, however, 
B. C.’s contribution to the agricultural output of Canada is relatively 
unimpressive. It may not always remain so, however, because B. C., in 
its northeastern section, shares with Alberta the richly productive soils 
of the Peace River Block and, when adequate transportation links this 
potentially great farming area with Vancouver, there will be a different 
agricultural picture for the province as a whole. When this will come 
about, one cannot say. The abortive and much maligned, though ex- 
ceedingly scenic and comfortable railway, the Pacific Great Eastern, had 
its genesis in some such far-seeing vision, but exorbitant construction 
costs and heavy annual operating deficits have left it suspended without 
practical terminus at either end. There are now, however, stirrings of 
hope in the faint promise that strategic considerations will induce the 
United States government to link the Pacific Coast with Alaska by rail. 
When and if this happens, the P. G. E. will likely be tied into the new 
system and the northern interior of British Columbia will secure its out- 
lets on tide water. 
Important Influences on B. C.’s Internal Economy 

Until the export problem is solved, it is perhaps idle to speculate 
too far on what will happen if more fish products were produced, more 
lumber, more eggs, more apples, and so on. But it is worth closing this 
somewhat peep-hole article with a picture of what is happening insofar 
as B. C.’s strictly internal economy is concerned — if there is such a thing. 
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Two influences already referred to are making for increased population 
and a quickening general industry. To a great extent, of course, growth 
of population and expansion of industry are interdependent, but, in the 
case of British Columbia, there are two energizing streams of growth not 
necessarily related to each other. 


Rapid Population Growth 

As a result of the war, with its enforced population shifts and travel- 
provoking profits, a great many thousands of people have learned to like 
British Columbia and its climate; thousands of our temporary war-time 
residents have become permanent dwellers within the province and other 
thousands are returning to establish their homes on the Pacific Coast. 
In the seven years since 1941, the population of the province has in- 
creased by one-third and the Greater Vancouver area by almost 35 per 
cent; moreover, recent reports show that this extraordinary rate of popu- 
lation increase is continuing. 

A large proportion of the newcomers are job-seekers and, on the 
whole, jobs are ready for them, because the incoming tide also encom- 
passes many with substantial capital and with industrial skills. Capital 
for investment and productive ability are both vitalizing factors in any 
economy and the record of industrial growth west of the Canadian 
Rockies bears abundant witness thereto. Statistics are available to clinch 
the argument, but let one comparison suffice. In 1939, there were listed 
4,829 industrial firms in British Columbia producing a variety of wares. 
By 1947, this number had increased to 8,410, and quite significant is the 
fact that the trend of increase has been most rapid in the group with 
annual payrolls of $100,000 or over. 


New Power Facilities 

Stimulative, also, to industrial growth is the availability of low-cost 
electric power. Insofar as the encouragement of general industry is 
concerned, two power developments are contributing their shares. On 
the one hand, the British Columbia Electric Power Company is a com- 
mercial public utility enterprise which has undertaken a fifty-million- 
dollar expansion program designed to provide better services for its 
present and potential customers. At the same time, the British Columbia 
Power Commission has in hand an extensive plan for developing key 
power sites to, in its own words, “supply electricity to any community 
in the province whose residents are willing to pay the cost of the service.” 

The B. C. Electric and the Provincial Commission developments are 
designed to look after the general industrial requirements ofthe province. 
Already they have done a great deal toward stimulating business, large 
and small, on the mainland and on Vancouver Island. Pulp mill exten- 
sions and expanded and new mining operations, for instance, are directly 
associated with new power facilities. 
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There is, however, another facet to the story of power development 
in B.C., where the contours of the mountain ranges provide here and 
there sites within easy reach of tide-water where extraordinary heads of 
water can be developed at very low cost and with a minimum of con- 
struction work. At least, that is the layman’s understanding of the situa- 
tion. The potentialities of these sites are recognized by large concerns 
whose operations demand large doses of electrical power and whose 
output can profit from tide-water transportation. Just how these oppor- 
tunities will be developed, and by whom, is still uncertain. But it does 
no harm for the enthusiastic British Columbian to know that one vast 
cellulose pulp enterprise is already well on its way to completion near 
Prince Rupert, while two, and possibly three, of the world’s largest 
aluminum enterprises are surveying the land and talking new industries 
in terms of hundreds of millions of dollars. 


Summary 

The economy of British Columbia is definitely expanding, both in 
the production of raw materials for export, and in the internal expansion 
of industry based on the natural advantages of the province. Change is 
currently the keynote of the lumbering, fishing, and apple industries, 
while forecast increases in population, transportation and electric power 
promise British Columbia continuing change and a stronger economic 
structure. 














How the C.C.L. Fights Communism 


A, R. Mosher 
President 
Canadian Congress of Labour 





The Canadian Congress of Labour has taken strong steps to 
overcome Communism in its ranks, and has set up, as a positive 
alternative to Communism, a specific program to improve the 
welfare of the worker. 


I N the past year, the Canadian Congress of Labour has acted forcefully 

against Communist labour elements in several important ways. As a 
result, Communist influence in Congress unions is now almost negligible. 
Of even greater importance, the long-run Congress program of building 
up a positive alternative to Communism continued to make steady prog- 
ress. 

First let us consider the most important of the anti-Communist meas- 
ures adopted by the Congress in the last year. These were expulsion of 
Communist-dominated unions, support of Western cold-war policies, 
withdrawal from the World Federation of Trade Unions, and coopera- 
tion in the establishment of the International Confederation of Free 
Trade Unions. 


Expulsion of Communist-Dominated Unions 


The last Convention of the Canadian Congress of Labour, October, 
1949, expelled one Communist-dominated union, and the Executive 
Council has since suspended another. 

These unions were not disbarred because of mere differetces in 
political opinions. The Congress has always respected the right of its 
members to hold and advocate any political, religious or other opinions 
they think fit, within the law. The Communist-dominated unions have 
been expelled or suspended because, over a period of years, their leaders 
have shown, over and over again, flagrantly and persistently that their 
loyalty was not to the Canadian workers but to the Soviet Foreign Office. 
The Congress regards them as traitors engaged in a conspiracy to under- 
mine the institutions and principles of our democratic civilization. 

These leaders have defied and attacked Congress policies, adopted 
by Congress conventions; they have broken the Congress Constitution; 
they have disobeyed decisions constitutionally made by the Executive 
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Council; they have supported organizations which were attacking other 
Congress unions; they have vilified Congress officers; they have made 
it unmistakably clear that the only kind of co-operation they understand 
is the co-operation of the cannibal and his victim. 


Support of Western Cold-War Policies 

The 1949 convention not only confirmed the anti-Communist policies 
of the Canadian Congress of Labour, but it discussed and strongly sup- 
ported the Atlantic Pact, the Marshall Plan, and other policies to which 
the Communists, following the Soviet party line, were strongly and at 
times vociferously opposed. 
Withdrawal From the World Federation of Trade Unions 

In 1949 the Congress withdrew from the World Federation of Trade 
Unions, with which it had been associated from the time of its establish- 
ment in 1945. This action was taken by the Congress because it had 
become evident that the World Federation of Trade Unions, instead of 
being a bona fide Labour Federation, had degenerated into a sounding 
board for Communist propaganda. Similar action was taken by the British 
Trades Union Congress, the C.I.O. and a number of other national bodies 
in the free democratic countries. Representatives from these organizations 
met in London on November 28th, and established the International Con- 
federation of Free Trade Unions. The Canadian Congress of Labour was 
represented by four delegates, who took a prominent part in the building 
of a constructive world labour movement. 


The Need for a Positive Alternative 

Mere anti-Communism, however, is not enough. The devil, finding 
his house swept and garnished, returns with seven other devils worse 
than himself. The only real answer to Communism, in the unions or 
out of them, is a positive alternative. This the Congress has tried to 
provide in three ways: replacing Communist-dominated unions with free 
unions, promoting workers’ education, and advocating independent polit- 
ical action by the labour movement. 


Replacing Communist-Dominated Unions 

The Congress recognizes the need for organizing or supporting 
genuine democratic unions to take the place of those which have been 
controlled and diverted from their purpose by Communists. Very few 
of the members of the Communist-dominated unions are, or ever have 
been, Communists or Communist sympathizers. Now that the facts are 
clear beyond question, they are rallying, in large numbers, to the cause 
of bona fide unionism. But there has to be a specific organization for 
them to rally to; hence the Congress’ organization of the miners at Tim- 
mins and other mining areas, and its support of the new International 
Union of Electrical Workers. 
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Education of Workers 

Knowledge is a large part of the answer to Communism. It is also 
a large part of the secret of effective union action. The Canadian labour 
movement has, in the last ten years, organized an enormous number of 
people who were never in unions before, between half and three-quarters 
of a million of them. Old established unions have absorbed new 
members by the tens of thousands. New unions have organized industries 
which not only had never been organized but had been citadels of anti- 
unionism. Most of these new members have a lot to learn about unionism 
itself. They have also plenty to learn about recent developments in 
labour law and industrial relations. Many of them have never had the 
chance to get the ordinary education they needed and could use. 

The Congress has, accordingly, undertaken a considerable program 
of workers’ education for its members. This program has still a very 
long way to go. But it is a beginning, and a substantial beginning, in the 
right direction. 

The Congress is co-operating with the Canadian Education Associa- 
tion and a number of Canadian commercial and financial companies in a 
Research Project on Practical Education, which is rendering very great 
service to the schools of Canada; it is also actively associated with the 
Canadian Association for Adult Education and other bodies in this field 
which are interested in general education, as well as the education of the 
workers. 

In co-operation with universities all across Canada, the Congress 
has held summer and winter schools, lasting a week or two weeks, and 
a series of week-end Labour Institutes in almost every large centre, and 
many small ones, from Montreal to the Pacific. Before this summer, it 
expects to do the same in the Maritime Provinces. These schools and 
institutes have dealt not merely with techniques of negotiating agree- 
ments and settling grievances, but with a wide variety of subjects: 
economics, philosophy, government, corporation finance, labour law, 
time study programs, techniques of industrial relations, conduct of union 
meetings, the place of unions in the community, and a growing list of 
other subjects. These programs have evoked a most enthusiastic 
response, and the Congress hopes before long to establish a Department 
of Education, with a full-time director, to develop this work on a much 
larger scale. 

The Need for Independent Political Action 

The third positive method of fighting Communism is by independent 
labour political action: supporting policies which meet labour’s needs. 

In many respects, labour feels that the federal government has failed 
to advance the well-being of the people. Labour’s arguments for the 
retention of war-time price controls were ignored, and in four post-war 
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years, the cost-of-living index has risen 33% compared with a 3.7% rise 
during the last four war years. Year after year, the Congress has unsuc- 
cessfully urged that a Royal Commission or Parliamentary enquiry be 
set up to investigate the housing situation. Old age pensions have been 
pitifully low, and the legislation requires a means test, which is highly 
objectionable. Legislation with respect to labour organization and col- 
lective bargaining is inadequate, particularly with regard to industries 
which are national in scope. Industry itself is subject to severe fluctua- 
tions, many of which could be alleviated by proper governmental policies. 
Unemployment insurance benefits are inadequate, and the legislation is 
itself restricted by narrow and unwarranted regulations. 

Failures of the federal government to satisfy the needs of the workers 
provide valuable ammunition for Communist organizers; labour itself 
must organize politically to satisfy these needs, if Communism is to be 
reduced to ineffectiveness. 


Support of the C. C. F. 

As we all know, organized labour in Great Britain built up its own 
Labour party, and the British Labour Party is now in office. The 
organized workers of Canada, with whom we are primarily concerned, 
have not reached the stage where they are prepared to give their 
allegiance to a Labour party, but a very large number of them support 
the C.C.F. in both provincial and federal elections. In 1943, the Canadian 
Congress of Labour endorsed the C.C.F. as the political arm of labour, 
and it has confirmed that decision at each convention since that time. 
However, this does not mean that the Congress is affiliated with the 
C.C.F., or vice versa, nor that any member of a chartered or affiliated 
union of the Congress is obligated to vote for C.C.F. candidates. It does 
mean that a large proportion of the workers organized under the banner 
of the Canadian Congress of Labour believe that the principles and 
policies of the C.C.F. are such as warrant their support, and that they 
may look forward with some degree of confidence to obtaining repre- 
sentation in provincial legislatures and in the House of Commons through 
the C.C.F. That this hope is not entirely an illusion is shown by the fact 
that the C.C.F. constitutes the government in Saskatchewan and the 
opposition in Ontario, Manitoba and British Columbia. 


Why Labour Must W ork Through Parties 

Labour political action is nothing new even on this continent. 
American labour has gone in for it for a long time. But in the United 
States, and until comparatively recently in Canada, it has rarely had any 
coherent economic, social and political philosophy of its own. It has 
followed the Gompers policy of punishing labour’s enemies and reward- 
ing labour’s friends individually. 

This policy, in our judgment, is no longer adequate to a situation in 
which government is, necessarily, taking a steadily more important part 
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in the life of the community and every citizen. It never was adequate, 
or even relevant, in Canada. Under the American system of government, 
individual congressmen and senators have individual “records” on 
questions of concern to labour. Under our very different system, the 
individual M.P. has, as a rule, no individual “record” at all. Our govern- 
ment is government by party; and it is parties, not individuals, which 
have “records”. Voting for or against candidates, and lobbying directed 
toward particular M.P.’s, effective enough in the United States, are in 
this country an almost complete waste of time. If labour wants to get 
satisfactory collective bargaining laws, social security legislation, or other 
things it needs and which government can give, it must back not indivi- 
duals but a party; a party which is pledged to the policies labour needs. 
A labour movement which fails to recognize this is leaving the whole 
political field, a vitally important one, wide open to Communists and 
their sympathizers, and failing to use one of democracy’s most effective 
weapons against Communism. 


Conclusion 


Ultimately, the only answer to Communism is better economic and 
social conditions, higher standards of living, greater opportunity for 
freedom and happiness, democracy in industry; real democracy, perme- 
ating every nook and cranny of our society twenty-four hours of every 
day. Democracy can only survive and flourish by answering the people's 
problems. If it does that, Communism and Communists will thunder 
against it in vain. If it does not, all the denunciations and all the repres- 
sive legislation the mind of man can conceive will be utterly futile. 
































Effective Distribution in No Man’s Land 


Arthur A. Hood 
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Vance Publishing Corporation 








How can a producer improve the distribution efficiency of middle- 
men who are independent of actual producer control? Mr. Hood 
backs up his analysis of this problem with concrete illustrations 
from the building industry. 


One vital difference between communism and socialism, on the one 
hand, and a free economy on the other, is state allocation of production 
vs. consumer freedom of choice. 

Freedom of choice — as to what to buy and whether or not to buy — 
inevitably involves a lag in consumption. Hence we witness (except during 
a war and its immediate aftermath of filling deferred demand) the 
phenomenon that the distribution system in a competitive enterprise struc- 
ture never quite catches up with production. When consumption !ags too 
far behind production we have a depression. 

Under the competitive enterprise system we have learned how to 
produce magnificently — no economic system ever known has produced 
such variety and volume of goods and services! Our major problem, then, 
is adequate distribution under freedom of choice — sufficient sales into 
consumption to prevent curtailment, lay-offs and unemployment caused 
by unsold production. Only sales into consumption can produce the 
money to sustain a company’s financial operation. And without the 
financing secured from consumer sales, unemployment is certain. 

This is a task for creative selling and sales management. In a free 
economy, production management starts machines running; sales man- 
agement keeps them running. 


The Importance of the Retail Sale 

An important characteristic of a freedom of choice economy is that 
mass distribution is a quite limited and deceptive term. Under competi- 
tive enterprise we have mass production and mass sales promotion 
(advertising), but every sale into consumption or use is an individual 
decision to buy — an individual transaction between a sales person (or 
vending machine) and a consumer. 
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The most important sector of the marketing chain from production 
to consumption is the /ast three feet the product moves — the sale into 
ultimate consumption or use. And it is here that we generally find the 
most poorly trained and lowest paid sales personnel! 


Definition of Terms 

A creative sale is one in which the idea that leads to the purchase 
originates in the mind of the salesman who then “sells” the idea to the 
buyer. Creative selling, then, is making people want things that it has 
not occurred to them to want. 

Creative sales management means anticipating the lag in consump- 
tion caused by freedom of choice, organizing to close the gap between 
production and consumption, and preventing the unemployment of 
production workers. 

Consumption engineering—the production of a volume of individual 
sales to consumers which will be adequate to sustain factory employment 
—is the essential task of sales management. 


Sales the Most Vital Segment of Management 


With sustained and wide-spread unemployment obviously a political 
catastrophe, and with adequate consumption engineering the only prac- 
tical answer, the marketing area becomes the most vital segment of 
management. Today the key factor of management’s triumvirate — 
production, finance and sales — is sales management. Top management 
must now’ shift its emphasis from production to distribution and devote 
the same intensive effort and budgetary support to increasing distribution 
efficiency that it has so successfully devoted in the past to production 
efficiency. 

Both employment and profit in future years will be regulated by 
the effectiveness of sales management. 


The Need for Wider Sales Management Authority 


If sales management holds the responsibility for producing adequate 
consumer sales to sustain optimum production employment, the authority 
over those functions which have to do with successful consumption 
engineering should be allocated to the sales manager. Such items as 
design, performance, packaging, aesthetics, branding, style, color, speci- 
fication and even pricing must be in the province of sales management 
as well as the customary selling functions and physical aspects of 
distribution. 

Advertising, too, should be a part of sales management’s responsi- 
bility. This is now recognized by the advertising profession in a resolu- 
tion of the American Association of Advertising Agencies as follows: 
“Advertising should be recognized as an essential part of the business of 
selling and not as a separate, isolated, or unique activity.” 
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This, then, is the province of tomorrow's sales management: the 
control over all processes, procedures and personnel that are concerned 
with securing (at a net profit) final consumption or use of the full output 
of an expanding business. 

The Basic Problems of Sales Management 

Sales management, accepting this full responsibility, is faced with 

three basic, crucial and interrelated problems: 


Problem I. Translating the ‘no man’s land” of distribution into effective 
merchandising territory. 

The “no man’s land” of distribution for a sales manager is that 
segment of the distribution chain which is beyond his payroll authority 
those necessary distribution factors which he has to have and cannot 
fire, regardless of how poorly they may function. No man’s land usually 
consists of the wholesaling and retailing areas. They can’t be driven but 
they can be led! 

In most distribution structures the last man on the chain of distribu- 
tion which a sales manager controls (in a payroll sense) is the factory 
field representative. The wholesaler and retailer are not only beyond 
financial control by the producer, but their interest in one manufacturer's 
products is often diluted by, and shared with, a hundred or more other 
products. 

No problem for the sales manager is more serious than securing 
adequate merchandising co-operation from his wholesale and retail out- 
lets. This means securing through a program of mutual profit the same 
co-operative performance from wholesalers and retailers as from distribu- 
tion factors actually on the payroll. 





Problem II. Securing point-of-retail-sale efficiency. 

In most industries the volume of factory sales is controlled by the 
loyalty, competency, enthusiasm and follow-through of the retail sales 
person. Of the many personnel players on the distribution team only 
one player can carry the ball the last three feet for a touchdown — the 
retail salesman. 

For emphasis let it be repeated that the sale into consumption or use 
is the vital sale; nothing else really matters. In the final analysis the 
only job-sustaining function in free enterprise is consumer selling. And 
yet, as has been noted, in most instances the retail salesman is both poorly 
trained and inadequately motivated. Here is a crucial problem that will 
take a lot of solving! 


Problem UI. Increasing the efficiency of the varied distribution processes. 

Handling this problem involves two simultaneous approaches: (1) 
improving performance of all human factors and all distribution 
machinery, and (2) eliminating or minimizing wastes in the distribution 
structure. The elimination of wastes in distribution and the improve- 
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ment of distributive processes should have the same intensive engineer- 
ing research and concentrated study that production processes and 
procedures have had in the first half of this century. There are more 
than 90 known wastes in the distributive system (see Chart I), all subject 
to minimization or elimination. 

In spite of existing wastes we should not accept the general indict- 
ment that distribution costs are too high because it is a half truth. No 
distributioa costs are too high if needed consumption volume is sold at 
a profit without waste! Nor are any distribution costs sufficiently low 
if there is any waste in the process. Let our slogan be “Distribution 
wastes must go” instead of “Distribution costs are too high.” The 
former is worthy and practical; the latter unrealistic. 

In the elimination of distribution wastes and improved distribution 
performance will be found a new and badly needed source for additional 
net profits at a time when industry is caught in a profit squeeze by 
pressures from government, from workers, from consumers and from 
competition. 

Integrated Marketing: An Approach to These Problems 

The sales manager who is burdened with these new responsibilities 
and basic problems may consider a philosophy of approach and a formula 
for action embraced in two words: integrated marketing. Through 
integrated marketing a sales manager may secure a measure of control 
over the effectiveness of wholesale and retail sales management in the 
promotion of his line. Through integrated marketing he may secure 
a high degree of loyalty, competency, enthusiasm and follow-through on 
the part of retail sales persons, and through integrated marketing import- 
ant segments of waste in the distribution process may be eliminated. 

Integration is defined as a merging of capacities. Integrated market- 
ing, then, is the merging of the capacities of all personnel involved in 
the distributive process toward the one goal of securing sales into ultimate 
consumption or use in sufficient volume to sustain continuous and 
expanding factory employment. 

Integrated marketing is the efficient organization of all marketing 
procedures from the factory receiving floor through to the ultimate 
consumer, including such processes as market analysis, product design 
and engineering, packaging and identification, price structures, sales 
planning, advertising and promotion, field sales management, whole- 
saling, retailing and consumer advertising. Integrated marketing means 
building a team consisting of all company employees concerned with 
distribution, all factors in the wholesale area concerned with keeping 
products moving toward consumption, and all people in the retail area 
concerned with sales into consumption or use; with every man on the 
team knowing the part he has to play and how it fits into the overall 
plan of attack. 
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Horizontal and Vertical Integration Essential 

Such a marketing program involves a combination of both horizontal 
and vertica! integration. The distribution structure might be conceived 
of as a gia.it cone with three intersecting planes — the production level, 
the wholesale level and the retail level. At the very point of the cone, 
like the proximity fuse in a torpedo, is the point-of-sale factor — the 
retail salesman who actually moves the product the last three feet into 
consumption or use. 


INTEGRATED MARKETING 





CONSUMER 


Chart II 

At the factory level distributive procedures and personnel should 
be integrated horizontally. Market surveys and analysis, the work of 
advertising and sales promotion management, the work of the advertising 
agency, the sales training director, merchandise men, warehousemen, etc., 
should all be effectively co-ordinated by the sales management office, 
thus establishing a hard hitting, fully co-operative selling team on this 
level. 

At the wholesale level similar horizontal integration of the processes 
of advertising, sales promotion, sales planning, sales training and sales 
management should be had. Likewise at the retail level there should be 
horizontal co-ordination of all sales development functions and manage- 
ment people. 

Then, more importantly, with horizontal integration achieved at the 
three levels, there should be vertical integration of every personnel 
factor and function, from the concept of a useful product, through its 
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design, engineering and distribution throughout all three levels, to the 
point of impact — the final sale into consumption or use. 

When such vertical and horizontal integration is achieved, all pro- 
cesses are guided by the sales manager and every human factor reacts 
efficiently on the distribution chain until maximum impact is had at the 
most vital point — the sale into ultimate consumption or use. 

Integrated marketing has two basic work areas: work at headquarters 
and work in the field. 

Integrated Marketing and Work At Headquarters 

There are twelve factors in the distribution area between the factory 
and the ultimate consumer. Starting at the point farthest out and most 
important, we have the retail salesman, one vital consumer selling factor. 
His competency, his loyalty, his enthusiasm and his selling drive can 
make or break a business! Next, behind him is the retail sales manage- 
ment. The retail salesman can rise no higher than his management. Next, 
directing the activities of from 12 to 20 retailers, is the wholesale sales- 
man. Backing him up is his wholesale sales management. Directing 
the wholesalers’ activities are the manufacturer's territorial representa- 
tives. Behind them is their district manager, and finally at headquarters 
we have the sales management, advertising management, marketing 
analyst, sales trainer and the account executives of the advertising agency. 


The results of sales planning are dependent on the efficiency of that 
entire group in terms of volume, costs and profit. Their loyalty, com- 
petency, enthusiasm and follow-through are the controlling factors, but 
the sales manager controls only two sectors out of that group — his 
headquarters staff and his district organization. The other four factors, 
the wholesaler, the wholesale salesman, the retailer and his salesmen are 
beyond payroll control. Here is no man’s land again! How can the 
sales manager secure their loyalty, their enthusiasm and their understanding 
of his products and how to sell them? 


Education the Key in No Man’s Land 

Sales management is the development and communication of ideas 
which move merchandise into consumption. Communication is weak 
and sales plans lose power in no man’s land because of the lack of 
knowledge and understanding on the part of distributive salesmen and 
their executives. It is obviously a problem in education and training. 
Education, teaching and training are an integral part of modern sales 
management. Only through a program of education, training and teach- 
ing can the desired integration and personnel efficiency be achieved. 
Whom, how and with what shall we educate and train? Headquarters 
must investigate the training job to be done at every level. 

Chart IV contains a list of 38 things the retail salesman in the build- 
ing industry must know about the products he sells. This chart should 
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provide a partial check list for any sales manager. It is probable that a 
score or more of these 38 items will apply to almost any article sold at 
retail, and then additional items peculiar to the products under considera- 
tion may be added. Experience has shown that when this knowledge 
is provided the loyalty, competence, enthusiasm and follow-through of 
the retail salesman are materially increased with a resultant increase in 
consumer sales. 

Effective as this first step is, a similar list of educational needs should 
be prepared for each member of the distributive team. In the building 
industry we prepared a list of 22 things retail management must know 
about a producer’s product line. (See Chart V.) 


As these sixty points are analyzed it becomes apparent that the 
wholesale salesman and wholesale sales manager must also master these 
60 points as minimum knowledge requirement. Thus becomes apparent 
one of the most vital and least understood characteristics of efficient 
marketing; i.e., the wholesale salesman’s job is at least 70% sales manage- 
ment. Unless he manages the retailer and his salesmen to the point of 
their securitig effective consumption of his products he has failed at his 
job. 

What the Manufacturer’s Employees Should Know About Retailing 

After ascertaining the detailed knowledge required for superior 
performance on the part of wholesaler and retail personnel, factory sales 
management should next determine what its own employees need in 
distributive education to secure improved results. The field representa- 
tive of the manufacturer and district sales management must direct the 
activities of wholesalers who (either co-operatively or singly) direct the 
retail sales processes. 


Isn't it apparent that the field organization must know the 60 educa- 
tional details concerning the retail problem in order to exercise any 
degree of marketing control in “No Man’s Land?” And how about 
distributive personnel at headquarters and in the advertising agency? 
Doesn't the same rule apply there? If the retail sale is all important, if 
the retail salesman is the only factor who can make the ultimate sale into 
consumption or use, isn’t it vital that every one concerned with the 
distributive process from product engineering to ultimate consumption 
should know the retail problem in detail? Only by mastery of such 
knowledge can the manufacturer’s employees (a) play their part effec- 
tively on the distributive team, (b) render maximum assistance to the 
retail salesman, and (c) exercise some degree of control of wholesale and 
retail efficiency. 

What the Dealer Expects of Manufacturers and Wholesalers 


In measuring the education, training and teaching needs, the sales 
manager must uncover those things which the retailer will require to 
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secure his full cooperation. Cooperation of non-payroll factors cannot 
be bought os commanded it must be earned. The accompanying 
Chart VI gives 20 service items that retailers in the building industry 
expect of their suppliers’ sales management. Readers may rebuild and 
expand this list to fit their individual need. 


Integrated Marketing and Field Work 

With the needed educational and organizational structure outlined 
on paper, the next problem is implementation. Sales management can 
tackle this only after getting into the field, appraising the existing struc- 
ture and z2etting the facts upon which to build new strategies, tactics and 
techniques. The greatest potential field for resourcefulness, ingenuity 
and inventiveness in marketing improvement is the area between the 
factory doors and the ultimate consumption or use of the product. 





In going into the field sales management should have two basic 
objectives: first, to get the facts and with them to completely implement 
a thorough training program; second, to find ways to reduce distribution 
costs. 

It is essential to get the facts about unusually successful performance 
at every level. Think for a minute about the difference between the best 
wholesaler’s performance and the poorest one’s! Think of the difference 
between the best retailer on the customer roster and the poorest one, 
between the best consumer salesmen and the poorest. If the performance 
of the poorest could be brought up to anything near the best in these 
areas, think what would happen to sales! 

After finding and analyzing superior performance at each level, the 
next objective should be to uncover wastes and faulty practices. The 
problem is to find causes for the wide variation in the performance of 
individual wholesalers, retailers and salesmen, both the good and the 
bad. They can’t te// how or why they are successful or unsuccessful. They 
don’t really know. Even the most successful ones really can’t interpret 
their own actions. They have to be observed objectively. 


Discovering Why Sales Performances Vary 

How to go about getting this information? Here is a very radical 
suggestion based on two years’ research given to this subject. The sugges- 
tion is for sales managers to get on the back of their product and ride it 
from the factory doors clear out into consumption. It is the kind of a ride 
that every sales executive, be he producer, jobber or dealer, can take with 
profit, and in which sales personnel can, participate. 

Such a ride will require thorough preparation. In outfitting himself 
for this hunting and fishing and exploring trip, the sales executive will 
need these things: a large notebook, a camera, a stop watch, a distribu- 
tion map and flow chart, job analyses and specification forms, personnel 
rating forms, a check list of promotion techniques and a check list of 
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work simplification methods and standardization procedures. He should 
have with him a list of the mechanical labor-saving machines in the field 
of distribution, especially such materials handling equipment as is applic- 
able to the company’s product lines. 


Analysing Distribution Costs 

Before this ride is started a cost ledger should be set up. The con- 
sumer price should be put on the credit side of a ledger page, and the 
price, f.0.b. for each item in the line, without any selling costs in it, on 
the debit side. The job will be to fill out the details on the debit side of 
that ledger so that the whole detailed cost picture will be brought into 
balance. When this is done, the sales manager should know his detailed 
overall distribution costs — probably for the first time! 


At the shipping dock, potential savings in storage, space utilization, 
timing, order handling and billing costs should be analyzed and recorded. 
Away from the shipping floor, the external exploration should include 
every area where a segregated distribution cost is involved. 


Here are nine management provinces of distribution, each of which 
requires a very thorough analysis: (1) the transportation section, includ- 
ing loading and unloading, trucking, warehousing and storaging; (2) the 
sector of distribution channels used; (3) the primary selling area, that of 
wholesaling; (4) the secondary area of jobbing; (5) the area of retailing; 
(6) that very vital sector called “the last three feet”, that point-of-sale 
area probably the most important in the entire chain; (7) service after 
sales; (8) the competitive area, and (9) group or association structures 
as they affect distribution costs. 

Analytical studies should be conducted in each of these provinces. 
The well-known test of efficiency should be applied universally. This 
test has two phases: (1) Is the action being performed necessary? That 
question should be answered at every point on the distributive chain. 
Very often it is hard to answer. (2) Is it being done in the easiest, 
quickest and best way? These two measurements of efficiency should be 
applied to every detailed distribution process and procedure. Chart III 
lists 36 specific practices that should be looked into in addition to the 
two general tests of efficiency. 

Further cost reduction techniques that might be used include: time 
and motion study, job analysis and specifications, a study of the round 
pegs in square holes and vice versa, a study of attitudes on the part of 
workers, work simplification possibilities, standardization possibilities, 
etc. It has been said that distribution is essentially motion, and motion 
always lends itself to time study, methods analysis, and other engineering 
techniques. Unfortunately we have been slow to apply engineering 
techniques to our distribution patterns. 

A major part of this cost reduction effort, of course, should be a 
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search for methods of waste elimination. Chart I lists more than 90 wastes 
that exist in the structure of distribution. These 90 wastes should be 
looked for in each distribution province explored. Not all of them are 
applicable to every business but many of them exist in every business. 

The highest cost encountered will be the high cost of not training 
distributive manpower. The greatest of all wastes is unrealized human 
potentials — the unproductive salesman. 

As waste is encountered, the familiar medical strategy should be 
used to diagnose the cause and prescribe the remedy. But in the case 
of distribution costs reduction, sales management will have to implement 
the prescription as well as persuade the patient to take the medicine! This 
is the new job of sales management. 


Persuading the Patient to Take the Medicine 

Now for some cooperative strategies for the sales manager to use 
on his ride into the consuming market. He should strive to engender a 
cost consciousness on the part of every distributive executive encountered 
on the ride. 

Here is just one example of what can be done. One wholesale out- 
fit through this type of study reduced its loading, warehousing and 
delivering costs from 1.47% of sales to 1.12%, while the wage rates of 
the people engaged in that work went from 60 cents to $1.08 an hour. 

This outfit wanted to persuade a large manufacturer of a board 
product to load wall board on flat cars instead of boxcars because they 
figured they could unload it with lift trucks and save costs. They went 
to the factory and talked to the factory superintendent about it. He 
turned them down cold. He couldn’t be bothered to change his methods. 
The wholesale outfit had to go to the president of this great manufactur- 
ing organization and get a directive to the superintendent of that plant to 
load this product on flat cars. The superintendent finally did so. The 
shipment came in and the wholesaler reduced the car unloading time 
from 3914 hours to 414 hours and the cost from 65 cents per thousand 
feet to 9 cents per thousand feet. But here’s the payoff! Sheepishly, the 
factory superintendent admitted that, if the company applied this loading 
facility at the plant to all of their shipments, their factories would save 
$300,000 per year in distribution costs. 

The partnership of wholesalers and retailers should be enlisted in 
reducing costs in their area too. Take them on the ride. Hold a discus- 
sion of costs with all management factors and record their suggestions 
for study and action. Identify and segregate every human element that 
touches and influences the movement of the product. Weigh his or her 
performance. Seek higher standards. Find out the why and how and 
when and where of better performance, and then manualize the facts for 
a training program. Record and chart every physical movement of each 
product. 
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Studying Point-of-Sale Efficiency 

The weakest link in the distribution chain will probably be the point 
of sale into consumption or use, the last three feet, because that’s the 
farthest out from factory control. Most intensive study should be given 
to this point. Here are some of the questions that come up at the point 
of sale, and these are just a few: 

How well trained is the consumer selling personnel; how creative, 
how courteous, how helpful to customers? Is the dealer offering proper 
consumer credit terms? Is he handling objections effectively? What is 
the sales volume of the best producers; that is, of the retail salesmen? 
How does it compare with the poorest production? Why is good pro- 
duction good and poor production poor? How loyal is the dealer and his 
personnel to the line and brand? What incentives are suggested to insure 
better attention to the company’s brand? What is the extent and variable 
of dealer advertising and promotion of the line? What can be done to 
educate consumers to buy more intelligently ? 

Such a ride will not only lower costs, but increase volume — which 
is another way of accomplishing the same objective. Any sales manager 
will thoroughly enjoy, as well as profit by, this ride, if he will take the 
attitude that nothing has to be the way it is. Everything can be improved. 
Every record that has ever been made has been broken — except the last 
one. 


What the Sales Manager Can Gain From This Approach 

At the completion of this ride, the sales manager will have numerous 
new assets: (1) he will have a detailed knowledge of the costs of every 
product on the chain of distribution; (2) he will be aware of the wastes, 
faulty techniques and unjustified costs which can be eliminated; (3) he 
will recognize the best performance patterns in every area and know why 
they exist; (4) he will see how the best performers have eliminated waste 
and secured efficiency; (5) he will know the details of the wide variation 
between the performance among the wholesalers, retailers and their sales- 
men; (6) he will have a job analysis and specification for every type of 
worker and management factor on the distribution chain; (7) he will 
know the strategies, methods, tools and procedures used by the best 
performers; (8) he will have a tremendous advantage over competitors 
who have not started a distribution cost reduction program; (9) he will 
have a factual basis for building a completely integrated marketing pro- 
gram; (10) he will have the material for manualizing and implementing 
a training program for his own sales people as well as for those of his 
wholesalers and dealers (a manufacturer can well afford to do that job; 
he can better afford it than the wholesalers and dealers themselves); (11) 
he will have a factual basis for building the best wholesale and retail 
franchise in the industry, and for securing the best distribution outlets in 
every market; (12) he will have the means of making merchandising 
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counsellors instead of peddlers of his field salesmen and those of his 
wholesalers — men who will tap new sources of net profits; (13) he will 
have a head start in solving his human relations problems; and (14) he 
will be able to implement completely the 20 things a dealer expects from 
his supplier. 

After examining the product in use by the consumer, the sales execu- 
tive will have completed his outgoing ride; now, if he wishes to imple- 
ment the efficiency he has been learning en route, he must retrace his 
way to the loading dock. In working back from consumption to produc- 
tion, he will find the terrain looks different—that he will not only record 
many additional suggestions for cost reduction, but some of those noted 
on the ride out will be discarded as impractical. 

He will have now for the first time a complete picture of what 
happens to his product between the factory and consumption. He can 
present this overall picture to his cooperating distributive executives in 
a coordinated light which should inspire them to join in a crusade for 
cost reduction. 

It is vital to weigh every cost reduction suggested against its effect 
on other operations in the distributive chain; and against such company 
objectives and policies as profit continuity; public relations; sustaining 
employment; and keeping inventories moving. 


Overhauling the Distributive Machinery 

On return to headquarters the sales executive should have adequate 
data to overhaul comprehensively his entire distribution machinery. 

Here are twenty-nine suggested steps in such a process: 
Assess the mental and physical assets and capacities of the company. 
Recapitulate the company’s maximum production potentialities. 
Determine market potentialities. 
Adjust company production to market potentialities. 
Determine logical sales and profit objectives. 
Establish detailed and decentralized production and distribution quotas. 
Review philosophy, structure, channels and patterns of distribution. 
Project credit terms and distribution financing. 
Establish distribution cost reduction techniques and incentives. 
Coordinate advertising, promotion and sales activities. 
Revise sales stimulation techniques and incentives. 
Measure and specify internal and external training tasks. 
Set up internal executive training (conference method). 
Devise personnel rating and aptitude testing techniques. 
Interpret management policies to distribution employees. 
Improve company sales, staff, and field organization training. 
Revise company recruiting, compensation and sales operating techniques. 
Review distributors’ executive training. 
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Delegate authority for training, by training to train. 

Improve distributors’ recruiting, compensation and sales management 
techniques. 

Improve distributors’ salesmen and staff training. 

Improve distributors’ service organization training. 

Cooperate with formal educators and the government Department of 
Education. 

Cooperate with government bureaus on distribution problems. 

Cooperate with associations, societies, industry and competitive groups 
on distribution problems. 

Organize, supervise, interpret and consolidate distribution research and 
tests. 

Operate a clearing house for new sales and distribution ideas. 

Plan coordination and follow-through by company’s line, staff, field 
organization and distributors’ personnel. 

Supervise consumer education (coordinate with advertising, publicity 
and public relations). 


Implementing and Installing the New Techniques 

In taking the new program back to the field there is no better tech- 
nique than to “package” all strategies, tactics, methods and procedures 
into a distributor training franchise. In the building industry a check-list 
of 20 steps to adequate distributor training was prepared and may be 
suggestive to the reader. (See Chart VII). 

If the field work has been well done, the performance analysis of 
every human factor on the distribution chain will have segregated not 
only what the superior individual was doing, but why and how. When 
the “how” has been manualized into personnel training instruments, the 
sales manager will be ready to give chosen outlets (the best in each mar- 
ket) the benefits of the full distribution research. 

Most retailers and wholesalers realize that manufacturers who know 
what they are doing are in a much better position to develop effective 
distributive, educational and training programs than the individual 
wholesaler or retailer. Distributors will accept a manufacturer's counsel 
and partnership in marketing programs if the manufacturer's franchise 
has these elements: better net profits for the distributor than he can 
make in any other way; consumer demand and acceptance for the product; 
manufacturer's advertising spotlighting the retail outlet, and a personnel 
training program that will increase sales and lower costs. Thus is achieved 
a degree of direction and control of the efficiency of wholesaling and 
retailing. Thus is no man’s land translated into creative merchandising 
territory! 

Conclusion 

In conclusion, sales management has the moral and practical obliga- 

tion to pass on to the consumer in price reduction a part of the profits 
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secured through distribution cost reduction. The extra profits secured 
with this program should be divided in four ways: a share to the stock- 
holders, a share to management, a share to the consumer in price reduc- 


tion, and a share to employees. 


achieve its full benefit. 


In this way integrated marketing will 


CHART I 


Some Known Wastes In Distribution 


Cross hauling 

Back hauling 
Credit losses 

Idle machinery 
Defective work 
Red tape 
Unnecessary work 
Duplicated effort 
Lost motion 
Loafing 

Stalling 
Featherbedding 
Bottlenecks 

Errors 

Faulty pricing 
Unwarranted complaints 
Demurrage 
Pilferage 

Spoilage 

Damage 

Breakage 

Rust and decay 
Rejects 

Unused scrap 
Deterioration 
Tardiness 
Confusion 
Disloyalty 

Work interruptions 
Too many outlets 
Too rapid turnover 
Too few outlets 
Idle power units 
Malicious gossip 
Unprofitable orders 
Unwarranted services 





Untrained personnel 


' Unwarranted delays 


Unprofitable customers 
Wasted storage space 
Unwarranted absenteeism 
Sluggish turnover 
Wasted management time 
Wasted employee time 
Inadequate records 
Superfluous records 
Dirt, uncleanliness 
Inadequate insurance 
Unprofitable commodities 
Too many sales calls 
Too few sales calls 
Unpreparedness for closing 
Excessive sampling 
Unprofitable territories 
Disorder and confusion 
Unnecessary paper work 
Unrealized human potentials 
Idle equipment 
Duplicated sales effort 
Failure to sell full line 
Unnecessary personnel 
Unjustified waiting time 
Failure to sell related items 
Unused display space (exterior) 
Unprofitable deliveries 
Unused promotional material 
Broken rules and regulations 
Obsolete tools, equipment, methods 
Inadequate fire protection 
Excessive employee turnover 
Unused merchandising space 
(interior) 








Inadequate supervision 

Preventable accidents 

Incompetence 

Carelessness and indifference 

Square pegs in round holes and 
vice versa 

Lack of courtesy in telephone and 
personal contacts 

Failure to check results of each 
individual’s work 

Lack of incentives to greater in- 
dividual productivity 

Failure to sell each customer all 
materials and equipment on each 
job 
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Neglect of manufacturers’ selling 
helps 

Postage not carrying its full weight 

Duplicated advertising expense 

Neglect of all possible tax de- 
ductions 

Excessive use of light and heat 

Failure to get fuil information on 
telephone calls 

Failure to draw out most construc- 
tive thinking of which employees 
are capable 

Failure to substitute cost saving 
mechanical equipment for human 
effort. 


CHART III 
Thirty-Six Specific Practices Which 
Should Be Checked for Efficiency 


. Management proficiency. 


. Cost controls and procedures. 
Inventory controls. 
. Capital structures. 
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mark-ups. 
. Public relations and good will. 
9. Rate structures. 


oo 


. Paper work forms, blanks, accounting records and reports. 
. Budgeting policies and programs. 


. Pricing and pricing policies, discount structures, mark-downs and 


10. Credit sales financing procedures. 


11. Insurance. 


12. Possible mechanization of hand labor. 


13. Space utilization. 


14. Plant and store facilities and layout. 


15. Territorial analysis. 
16. Market penetration. 


17. Personnel efficiency (productivity of both selling and non-selling 


people). 
18. Personnel administration. 
19. Expense account practices. 
. Compensation programs. 
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34. 
35. 
36. 
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Incentives to insure productivity. 

Incentives to eliminate waste and reduce costs. 
Supervisory strategy and tactics. 

Operating policies affecting distribution costs. 
Advertising (correlation with product availability). 
Qualitative and quantitative adequacy of sales personnel. 
Sales promotion. 

Sales management. 

Ratio of sales effort to potential. 

Displays. 

Purchasing power, buyer preferences and buying habits. 
Education and training programs. 

Servicing practices and methods. 

Processing, assembly, fabrication and installation studies. 
Break-even points. 

Maintenance practices and proficiency. 


CHART IV 


Thirty-Eight Things a Retail Salesman in the Building Industry 
Should Know About the Product He Sells 


. The product names and species. 

. The consumer names for the same product. 

. What the product is called when construction labor is applied to it. 
. How the product is made. 


What it is made of. 
Sizes — colours — shapes — grades. 


. How the consumer uses the product. 
. How to determine the best product for each consumer use. | 
. What are the best colours, sizes and styles for each consumer use. 

. Different uses for the same product by varied kinds of customers. 

. Varied products for each consumer use. 

. The advantages and disadvantages of varied products for each use. 

. Reasons why consumers buy each product. 

. What are its consumer benefits and best selling points? 

. What do buyers lose or suffer by not having the product? 

. What do buyers lose or suffer by buying something of lesser quality? 

. What questions do consumers ask about each product and how are 


they answered? 


. How are they assembled, applied or constructed? 





19. 
20. 
21. 
22. 
23. 
24. 
25. 


26. 


27. 


28. 


29. 


30. 
31. 
32. 
33. 


34. 
35. 
36. 
37. 


38. 
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What types of mechanics are needed to apply them? 

How to measure and satisfy consumers’ needs for each product. 
The accessories necessary to make a complete job. 

The quality needed for each consumer use. 

What quantities to-use for each consumer purpose. 

What related items can be used and sold with each product. 

What are the best ways to demonstrate the product and to use 
samples and displays? 

What objections do consumers raise against buying and how can they 
be answered ? 

What technical information is available about it and where can it be 
secured ? 

What sales literature is available about it and how should each piece 
be used? 

What sales helps are supplied by manufacturers and wholesalers for 
each product? 

The limitations of each product and what can go wrong with it. 
What features does it have no competitor can duplicate? 

Wherin is it superior to “similar” products? 

How big is the local market for it — and what is the salesman’s 
individual opportunity? 

How to take off a product list from a blue print. 

How to survey a property for its various product needs. 

How to estimate the package selling price. 

The selling prices (with cash and monthly payment basis) for each 
item, both as material only and as a consumer package unit. 

The tools used in supplying and servicing each product and how to 
sell them. 


CHART V 


Twenty-Two Things a Retail Store Manager in the Building Industry 





Should Know About Each Product He Merchandises 


. The profit opportunity in selling it. 
. The different consumer uses for it. 

. The kinds of consumers who buy it. 
. How each class of consumer uses it. 


The overall consumption potential in his market. 
The potential sale to each type of consumer. 


. Suggested dealer inventory and turnover to be expected and how to 


control them. 
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The knowledge about the line that a sales manager must have to 
intelligently and aggressively merchandise, sell and service all types 
of consumers. 


. How to store, handle and deliver the product. 


Necessary service after the sale. 

The 38 things the retail salesman should know about the product. 
What are the costs of selling, handling and delivery. 

What kind of mark-up should be had to earn a good profit. 
How to organize a department embracing the product line. 


The what, where, when, how and how much of dealer advertising 
of the line. 


How to train and supervise salesmen to sell it. 

Techniques for seasonal drives and ways to increase volume. 

How to organize counter, window and store displays. 

How to supervise the installation and application of the products 
assuring good, and preventing faulty, workmanship. 

What tools and accessories are needed to merchandise the product. 
The details of cooperation and support the manufacturer and his 
wholesalers will give him and his sales persons in merchandising. 


Case histories of other dealers making an exceptional success with 
the product line. 


CHART VI 


Twenty Services a Dealer Seeks and Expects From His Manufacturers’ 


Representatives and Wholesalers’ Salesmen 


(developed for the building industry) 


1. Proof that he will make money on the supplier’s lines. 





. Proof that the supplier knows how to help him make money continu- 


ously on the line. 


. An understanding of his overall problems and how the line fits in 
successfully. 
. An understanding of his salesmen’s problems and how the line fits 


into them. 


. A complete knowledge of the 38 things retail. salesmen should know 


about the supplier’s products. 


. A complete knowledge of the 22 things retail management should 


know about a product line. 


. Some usable, practical and tested advertising aids. 
. Some economical, practical and tested selling tools, equipment, dis- 


plays and helps. 





10. 


11. 


12. 


13. 


14. 


a5. 


16. 


17. 


18. 


19. 
20. 
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. Assistance in making contractors and mechanics better educated, more 


loyal and enthusiastic. 

Assistance in setting up an estimating system that will arrive at the 
applied price. 

Organized plans for sales meetings and contractor's meetings on the 
product line. 

Knowledge of how to recruit, select, indoctrinate and train new 
employees concerned with the line. 

Knowledge of how to develop the various markets — new home, 
repair and farm. 

An understanding of the unusual features of his market and how to 
capitalize them. 

Ability to get local specifiers into the habit of naming the supplier's 
brands. 

An economic inventory and turnover plan, backed with prompt serv- 
ice on shipments. 

A clear understanding of his territorial protection, if any, and exactly 
where he stands. 

How to sell and service the line with the lowest possible administra- 
tion and operating costs. 

The prevention and elimination of any chiselling. 

Complete integrity — the representative's word as good as his com- 
pany’s bond. 


CHART VII 
Twenty Cooperative Steps That Manufacturers’ Representatives 
and Wholesalers’ Salesmen Can Take To Assure 


Mutually Profitable Dealer Cooperation 
(developed for the building industry) 


. Provide the 20 services a dealer seeks and expects from his suppliers’ 


representatives. 


. Provide everything that the dealer and his employees should know 


about profitably merchandising their product lines. 


. See that their dealers and their dealers’ salesmen acquire such 


knowledge. 


. Conduct sales meetings with the dealer and his employees concerned 


with the line. 


. Find out who are the best performing dealers in small, medium and 


large towns. 


. Study the why, when, where and how of superior retailer performance 


and record the information for the training of other dealers. 
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7. 


10. 


11. 


12. 


13. 
14. 


15. 
16. 


17. 


18. 


19. 


20. 
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Study the why, when, where and how of the best performing retail 
salesmen and record the information for the training of other dealer 
salesmen. 


. Build a performance check list for dealers and salesmen. 
. Use the performance check list for stimulating the sales and profits 


of retailers and retail salesmen. (Example — installment selling). 
Demonstrate what they are trying to teach dealers and to get them 
to do. (Ten minutes of showing can accomplish more than an hour 
of telling). 

Strive to bring the least productive performers (dealers and retail 
salesmen) up to the average and the average up to the best. 

See that suppliers’ promotional aids and selling helps are installed 
and used. 

Get dealers and their salesmen into the right selling habits. 

See that the dealer puts the right advertising and selling pressure 
behind the supplier's products. 

Carry profitable ideas from one dealer to another—fertilize the field. 
Help the dealer get and train sufficient selling manpower to achieve 
somewhere near his potential in sales. 

Move up big selling guns to help close the big, hard, tough and vital 
sale. 

Organize, supervise and conduct contractor and builder meetings 
where they are needed. 

Maintain sincere, cooperative, loyal and helpful attitude toward 
distributors and keep every promise. 

Sell the company’s policies to dealers and strive to make your dealer 
franchise the most valuable one in the competitive field. 














ERRATUM 
p- 197, ll. 33, 34 
Should read “. . . tending to depress 


rates when it buys bonds in the open 


market in volume and to stiffen rates 


when it is a large seller of bonds.” 




















